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Date: 25 January 2007

RE: Bank Hapoalim B.M. Documents Furnished Pursuant to
Rule 12g3-2(b) under the Securities Exchange Act of 1934 File No. 082-34955

Ladies and Gentlemen:

On behalf of Bank Hapoalim, a company organized under the laws of the
State of Israel (the “Company”), we submit the following information under Rule 12g3-
2(b)(1)(iii) with respect to the Company in order to maintain our 12g3-2(b) exemption from
the registration requirements of Section 12(g) of the U.S. Securities Exchange Act of 1934,
as amended (the “Exchange Act™), available to foreign private issuers pursuant to Rule
1223-2(b) under the Exchange Act.

Pursuant to Rule 12b3-2(b)(1)(i11) and 12b3-2(b)(4) under the Exchange Act,
we are enclosing one copy of each of the documents set forth in Annex A.

All information and documents are being furnished under Rule 12g3-2(b)(1)
with the understanding that such information and documents will not be deemed to be
“filed” with the Commission or otherwise subject to the liabilities of Section 18 of the
Exchange Act, and that neither this letter nor the furnishing of such information and
documents shall constitute an admission for any purpose that the Company is subject to the
Exchange Act.

If you have any questions or comments regarding the foregoing, please

contact the Secretary of the Bank, by tel. (+972) 3-5673800 or by fax (+972) 3-5674576.
Thank you for your attention to this matter.
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Subject Date Schedule
Holding(s) in Company 21/01/07 I
Result of AGM 24/01/07 2
Director Declaration 24/01/07 3
Director Declaration 24/01/067 4
Schedule of Senior Office Holders 24/01/07 5
Circular Offering 21/01/07 ]
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Immediate Report reparding the schedule of holdings of Interested Parties
Regulation 33 {c) of the Securities {Periodic and Immediate Reports) Regulations, 5730-1970

Name,
Category Current
No. of & Series of  Quantity of Extent of Holding
Holder Name of Holder Security Securities Extent of Holding (fully diluted)
% of capital % of voting % of capital % of voting

BNHP
1 Arison Holdings (1998) Lid. Ordinary | 207,205,997 16.44 16.44 16.28 16.28
Shares

BNHP
2 Israel Salt Industries Ltd. Ordinary 75,764,441 6.01 6.01 595 595
Shares

BNHP
3 Madlen LLC Ordinary 25,418,933 202 2.02 2.00 2.00
Shares

BNHP
4 Maine Merchant Bank LLC Ordinary 300,000 0.02 0.02 0.02 0.02
Shares

BNHP
5 BH Israel LLC Ordinary 22,204,185 1.76 1.76 1.74 1.74
Shares

BH Investment BNHP
6 Associates LLC Ordinary | 22,204,185 1.76 1.76 1.74 1.74

Shares
BNHP

7 Zvi Ziv Ordinary 17,088 0.00 0.00 0.00 0.00
Shares
BNHP

8 Joseph Dauber Ordinary 16,530 0.00 0.00 0.00 0.00
Shares
Management clients of BNHP

9 AllianceBernstein, AXA 1M, | Ordinary § 117,116,129 9.29 9.29 920 9.20
and their respective affiliates Shares

Explanations:
I Ifan interested party holds more than one category of securities. the exient of his holdings showld be
stared taking into consideration all of the securities held by him on one line only.
2. Haldings of canvertible securities should be reported, including convertible securities, which are not
listed for trading.
3. The schedule of holdings of alf interested parties should be listed in this form. including holdings which
have remained unchunged.




4. Where the interested parey is a subsidiarv company. the holdings should be separuted into shares which
were purchased before the Compunies Law. 5759-1999 rook effect and which confor righis as to capital
and vouing, and shares which were purchased afier the Law 1ook effect and which are inactive shares.

Name of Holder:  Arison Holdings (1998) Ltd.
No. of Holder: 1

Explanation: To be filled in if the imerested party is o banking corporation or an insurer
Category of Identity Number:  Number at the Registrar of Companies

Identity Number: 5727057153

Citizenship/Country of Incorporation or Registration:  Incorporated in Israel

Country of Citizenship/Incorporation or Registration:

Does the holder serve as a representative for reporting purposes of a number

of shareholders who hold securities of the Corporation together with him: No

Arc the shares held inactive shares  Ne

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 207,205,997
Change in Quantity of Securities: 0

Explanution: If a decrease in number is reporied, a negative value showld be stated, F.e. represenied by the sign =",
Remarks:

Name of Holder:  Israel Salt Industries Lid.
No. of Holder: 2

Explanation: To be filled in if the interested partv is a banking corporation or an insurer
Category of [dentity Number:  Number at the Registrar of Companies
Identity Number: 520037573
Citizenship/Country of Incorporation or Registration:  Incorporaied in Israel
Country of Citizenship/Incorporation or Registration:
Docs the holder serve as a representative for reporting purposes of a number
of shareholders who hold securities of the Corporation together with him: No
Are the shares held inactive shares:  Ne
Stock Exchange Security Number: 662577
Balance in previous comprehensive report (quantity of securities): 75,764,441
Change in Quantity of Securities: 0
Explanation: [f a decrease in number is reported. a negative value should be stated. i.e. represemted by the sign "7
Remarks;

Name of Holder: Madlen LLC
No. of Holder: 3

Explanation: To be filled in if the intercsted partv is a banking corporation vr an insurer
Category of Identity Number:  Registration number in Israel, Incorporation overseas
Identity Number: 0650779562
Citizenship/Country of Incorporation or Registration:  Incorporated overseas
Country of Citizenship/Incorporation or Registration: U.S.A4.

Does the holder serve as a representative for reporting purposes of a number

of shareholders who hold securities of the Corporation together with him: No

Atre the shares held inactive shares:  No

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 25,478,933

Change in Quantity of Securities: 0

Explanation: If a decrease in number s reported, a negative value should be stated, i.e. represented by the sign
Remarks:

"o




Name of Holder:  Maine Merchant Bank LLC.
No. of Holder: 4

Explanation: To be filled in if the interested party is a banking corporation or an insurer
Category of [dentity Number:  Registration number in Israel, Incorporation overseas
ldentity Number; (/05712697
Citizenship/Country of Incorporation or Registration:  [ncorporated overseas
Country of Citizenship/Incorporation or Registration: USA.

Does the holder serve as a representative for reporting purposes of a number

of shareholders who hold securities of the Corporation together with him;: No

Are the shares held inactive shares:  Ne

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 360,000

Change in Quantity of Securities: 0

Explanation: If a decrease in number is reported, a negative value shonldd be stated, Lo, represented by the sign
Remarks:

o

Name of Holder:  BH Israel LLC.
No. of Holder: 5

Explanation: Te be filled in if the interested party (s a banking eorporation or an inswrer
Category of [dentity Number:  Registration number in Israel, Incorporation overseas
ldentity Number: 737524779
Citizenship/Country of Incorporation or Registration:  [ncorporated overseas
Country of Citizenship/Incorporation or Registration: USA.

Does the holder serve as a representative for reporting purpoeses of a number

of shareholders who hold securities of the Corporation together with him: No

Are the shares held inactive shares:  No

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 22,204,185

Change in Quantity of Securities: 0

Explanation: f ¢ decrease in number is reparted. a negative value should be stated, i.e. represenied by the sign
Remarks:

"o

Name of Holder:  BH Investment Associates LLC.
No. of Holder: 6

Explanation: To be filled in if the intevested party is @ banking corporation or an insurer
Category of dentity Number:  Registration number in Israel, Incorporation overseas
Identity Number: 2736724
Citizenship/Country of Incorporation or Registration:  /ncorporated overseas
Country of Citizenship/Incorporation or Registration: U.S.A.

Does the holder serve as a representative for reperting purposes of a number

of shareholders who hold securities of the Corporation together with him: No

Are the shares held inactive shares: No

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 22,204,185

Change in Quantity of Securities:

Explanation: If a decrease in mimber is reported, a negative value shonld be stated, i, represented by the sign
Remarks:

"o




Name of Holder:  Zvi Ziv.
No. of Holder: 7

Explanation: To be filled in if the interested party is a banking corporation or an insurer

Category of Identity Number:  Number of Identity Document

Identity Number: 004743699

Citizenship/Country of Incorporation or Registration:  Private person with [sraeli citizenship
Country of Citizenship/Incorporation or Registration:

Does the holder serve as a representative for reporting purposes of a number

of shareholders who hold securities of the Corporation together with him: No

Are the shares held inactive shares:  No

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 17,088

Change in Quantity of Securities: ¢

Explanation: If a decrease in number is reported, a negative value should be stared, i.e. represented by the sign
Remarks:

o

Name of Holder:  Joseph Dauber.
No. of Holder: &

Explanation: To be filled in if the interested party is ¢ banking corporation or an instirer

Category of Identity Number:  Number of Identity Document

Identity Number: 007447584

Citizenship/Country of Incorporation or Registration:  Private person with Israeli citizenship
Country of Citizenship/Incorporation or Registration:

Does the holder serve as a representative for reporting purposes of a number

of shareholders who hold securities of the Corporation together with him: No

Are the shares held inactive shares:  No

Stock Exchange Security Number: 662577

Balance in previous comprehensive report (quantity of securities): 16,530

Change in Quantity of Securities: 0

Explanarion: If a deerease in number is reported, a negative value should be stated. i.e. represented by the sign "-".
Remarks:

Name of Holder:  Management clients of AllianceBernstein, AXA IM, and their respective affiliates
No. of Holder: 9

Explunation: To be filled in if the imterested pariv is a banking corporation or an insurer

Category of Identity Number:  Orher Identification number

[dentity Number:  13-4064930

Citizenship/Country of Incorporation or Registration:  Incorporated overseas
Country of Citizenship/Incorporation or Registration: USA

Does the holder serve as a representative for reporting purposes of a number

of shareholders who hold securities of the Corporation together with him: Yes
Are the shares held inactive shares:  No

Stock Exchange Security Number: 662577

Balance in previous comprehensive report {(quantity of securities): 117,446,029
Change in Quantity of Securities:  -329,900

Explanation: If a decrease in number is reported, a negative value should be stated, i.e. represented by the sign
Remarks:

Out of the total balance 83,743,551 holdings with voting rights

o

Together: AllianceBernstein L.P., AXA Investment Managers, AXA Rosenberg Investment Management LLC,
AXA China Region Insurance Company (Bermuda) Lid.
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To : The London Stock Exchanige * F= 7o 2 1iCl

Dear Sir/Madam,

Re:  Immediate Report concerning the Results of the Ordinary Annual General
Meeting of the Shareholders of the Bank, as required under the Securities
(Periodic and Immediate Reports) Regulations, §730-1970 (''the Regulations'')

We are pleased to advise you that on Wednesday, January 24, 2007 at 10:15 a.m., there convened
an ordinary annual general meeting of the shareholders of Bank Hapoalim B.M. (hereinafter: "the
Annual General Meeting™).

We are pleased to specify below the resolutions of the Annual General Meeting, which are
required to be reported under the Regulations, as follows:

AstoItem 1: The financial statements for the year 2005

Resolved: To accept the financial statements, the directors' report and the report of the
auditors of the Bank for the year 2005.

Asto Item 2: Appointment of directors

Resolved: - To appoint Ms. Efrat Peled as a director.
- To appoint Mr. Yair Orgler as an external director — under Directive 301 of
the Proper Conduct of Banking Business Directives of the Supervisor of
Banks.

Asto Item 3: Re — election of the Auditors

Resolved: a. To re-clect the certified public accountants: Ziv Haft, Certified Public
Accountants (Isr.) and Somekh Chaikin, Certified Public Accountants (Isr.)
as the auditors of the Bank for the year 2006, until the next ordinary annual
general meeting 1s convened

b. To accept the report according to which the remuneration of the auditors
paid for carrying out the functions of auditing and for additional services to
the Bank for the year 2005 is set out on page 183 of the Directors' Report
published as part of the Consolidated Financial Statements of Bank
Hapoalim B.M. and its consolidated companies for the year ended on 31
December, 2005.
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As to [tem 4:  Liability Insurance for the Directors and Office Holders of the Bank, including a

Director who is a Controlling Party

Resolved:

Further to the resolution of the special general meeting of 8 March, 2006 which
ratified the renewal of the directors' and office holders' liability insurance policy,
including a director who is a controlling party of the Bank, up to 1 June, 2007, with
Clal Insurance Company Ltd., which provides inclusive and cumulative insurance
cover of 175 million US Dollars for the period of insurance with respect to a claim
or cumulative claims over the whole period of insurance, it is proposed to ratify the
policy on the terms as aforesaid against payment of premium in the sum of 3,770
thousand US Dollars, which is higher than the premium approved by the aforesaid
meeting by an additional amount of 492 thousand US Dollars, as a result of having
broadened the insurance cover, in view of trading in the shares of the Bank in the
USA in the form of American Depository Receipts (ADR).

Moreover, the insurance policy covers an additional amount of 35 million US
Dollars on account of legal expenses in Israel.

(Additionally, the directors and office holders have additional cover of 25 million
US Dollars within the framework of the banking insurance policy, such that the
total amount of insurance coverage for office holders stands at 200 million US
Dollars).

AstoItem 5: Conferring a Letter of Indemnity Upon Prof. Amir Bamea, Who Officiates as a

Director of the Bank

Resolved:

a. To approve the provision by the Bank of an undertaking to indemnify the
director Prof. Amir Bamea whose appointment as a member of the Board of
Directors in accordance with Article 16 (b) of the Articles of Association of
the Bank was approved by the Board of Directors of the Bank on 27 July,
2006 with effect from 27 July, 2006, in accordance with the principles for
indemnifying office holders of the Bank, which were approved by the
Articles of Association of the Bank and by the special general meetings of
the Bank held on 21 July, 2002 and on 23 December, 2002 and by the
annual general meeting of the shareholders of the Bank held on 10
November, 2005.

(The principles and conditions for indemnifying office holders of the Bank
which were approved by these meetings, shall hereinafter be referred to
Jjointly in short as "the Bank's Indemnity Undertaking".)

b. (1)  The Bank undertakes to indemnify Prof. Amir Barnea for any liability

or expense as specified below, which may be imposed on him and/or
which he may bear following acts committed by him in his capacity
as an office holder of the Bank, including holding office or being
appointed on behalf of the Bank in or to another corporation, in
connection with, directly or indirectly, one or more of the categories
of events specified in the letter of indemnity or any part thereof, or
howsoever connected thereto, directly or indirectly.
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The undertaking to indemnify mentioned in sub-paragraph b. (1)
above, will apply with respect to any liability or expense, which is
indemnifiable by law, as follows:

a. Any pecuniary liability imposed upon them in favour of any other
person by any judgment, including any compromise judgment or
arbitration award confirmed by a court of law;

b. Reasonable litigation expenses, including advocates' fees, which
he may expend or be ordered to pay by a court of law, in a
proceeding filed against him by the Bank or in its name or by any
other person, or in a criminal charge where he is convicted of an
offence which does not require proof of criminal intent;

c. Reasonable litigation expenses, including advocates' fees,
expended by Prof. Amir Bamea following an investigation or
procedure conducted against him by any authority competent to
conduct an investigation or procedure, and which were concluded
without any charges being laid against them and without any
financial liability being imposed upon them as an alternative to a
criminal proceeding, or which were concluded without any
charges being laid against him but with the imposition of
pecuniary liability as an alternative to a criminal proceeding with
respect to an offence which does not require proof of criminal
intent; in this paragraph —

"Conclusion of a proceeding without any charges being laid
in a matter with respect to which a criminal investigation was
begun'- means closing the file under Section 62 of the Criminal
Procedure [Combined Version] Law, 5742-1982 (in this sub-
paragraph ~ the Criminal Procedure Law), or a stay of
proceedings by the Attorney-General for the Government under
Section 231 of the Criminal Procedure Law;

"Pecuniary liability as an alternative to a criminal
proceeding” —means a pecuniary liability imposed by law as an
alternative to a criminal proceeding, including an administrative
fine under the Administrative Offences Law, 5746-1985, a fine in
respect of an offence which has been designated as a finable
offence under the provisions of the Criminal Procedure Law, a
monetary sanction or penalty.

The maximum amount of indemnity for all of the office holders of the
Bank, on a cumulative basis, according to the letters of indemnity to
be issued by the Bank, may not exceed 25% (twenty-five per cent.) of
the shareholders' equity of the Bank, according to its latest financial
statements published before the actual date of indemnity.

The Bank's Indemnity Undertaking shall be available to Prof. Amir
Barnea even after he has discharged his function as office holder of
the Bank, provided his actions were carried out during the period he
discharged his function as an office holder of the Bank, including
holding office or being appointed on behalf of the Bank in or to
another corporation.

3
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(5) The Bank's Indemnity Undertaking stands by itself and is in addition

to any right Prof. Amir Barnca may have under any office holders'
insurance and is not in derogation thereof.

All of the above resolutions which were adopted by the Ordinary Annual General Meeting of the
Bank, were adopted by a simple majority of shareholders present when the vote was taken and
who were eligible to vote and voted in person or by proxy.

Yours faithfully,
Bank Hapoalim B.M.

Head Office
(-) (-)
Yoram Weissbrem Sharona Tamir, Adv.
Secretary of the Bank Deputy Secretary of the Bank
4




Tel: 03-5673800; Fax: 03-5674576 N -
Date: January 24, 2007
Our reference: 802/07

Schedule 3

Re: Immediate Report on Appointment of a Director

To : The London Stock Exchange

Dear Sirs,

1. Last and First Name: Peled Efrat
Type of identification: L.D. #
Identification number; 027224773
Citizenship/Country of incorporation or registration: Private person with Israeli citizenship

Date of birth: 16 May 1974
Address for service of process: TA Hamarganit, Ramat Gan e

The office to which appointed: Director

Previous office held in the company prior to the appointment: - e
T A

Date for commencing office: 24 January 2007 = T D

L o

Education: AU

- Bachelor’s degree (B.A.) in Economics and Accounting from the University of Tel'Aviv;“-~

- Master of Business Administration (MBA)-(EMBA)- Kellogg Recanati International Program,
University of Tel Aviv and Northwestern University;

Additional Education and Diplomas:
- Diploma studies in Real Estate Appraisal, University of Tel Aviv;

8. Main occupations during last five years:
- Chief Financial Officer of the Ted Arison Family Foundation (Israel and USA) from 2002 till I
2004;
- President SAFO LLC, trom September 2004 to date;

9. Corporations of which presently a director:
Arzaf Ltd.; Arzaf B (97) Ltd.; Arzaf G Ltd.; Arshav Holdings Ltd.;
Housing & Construction Helding Co. Ltd.; Av-Ar Capital Investments 1997 Ltd.;
Biomedical Investments (1997) Ltd.

10.  The director is an employee of the corporation, of a subsidiary or a related company thereof or of an
interested party therein,
CEQ Arison Holdings (1998) Ltd.; CEO Arison Investments Ltd.;

11.  The director is not a member of the family of another interested party in the corporation.

12.  The director does not hold shares and convertible securities of the corporation, in a subsidiary or
related company thereof.

13. The director is not a member of a committee or committees of the Board of Directors:

14, The director does have accounting and financial proficiency (within the meaning of the directive of
the Israel Securities Authority under Section 36A of the Securities Law, 5728-1968).

Yours faithfully,
Bank Hapoalim B.M.
Head Office
(-) (-)
Yoram Weissbrem Advocate Sharona Tamir
Secretary of the Bank Deputy Secretary of the Bank

rOOLSO LOOL Wk
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Tel: 03-5673800; Fax: 03-5674576 N -

To

Date: January 24, 2007
Our reference: 802/07

S(\eo[q Le_ \'\

The London Stock Exchange

Dear Sirs,

10.

11.
12,

13.
14.

Re: Immediate Report on Appointment of an external director

Last and First Name: Orgler Yair

Type of identification: LD. #

Identification number: 001210541

Citizenship/Country of incorporation or registration: Private person with Israeli citizenship

Date of birth: 19 October 1939
Address for service of process: 19 Yaacov Zrubavel, Tel Baruch, Tel Aviv 69015

The office to which appointed: External Director — under Directive 301 of the Proper Conduct of
Banking Business Directives of the Supervisor of Banks

Previous office held in the company prior to the appointment; —~-——-
Date for commencing office: 24 January 2007,

Education:

- B.Sc.- Industrial Engineering, Technion Israel 1963;

- M.Sc.~ Industrial Engineering, University of Southern California, Los Angeles, Ca. USA 1965;
- Ph.D. Carnegie Mellon University, Pittsburgh, Pa. USA 1967;

Main occupations during last five years:
- Chairman of the Tel Aviv Stock Exchange 1996-2006;
- Full Professor, University of Tel Aviv, until October, 2003;

Corporations of which presently a director:
- Israel Chemicals Ltd., External Director from September, 2006 to date;
- Atidim, Hi-Tech Industrial Park, Director from September, 1999 to date;

The director is not an empiloyee of the corporation, of a subsidiary or a related company thereof or of
an interested party therein.

The director is not a member of the family of another interested party in the corporation.

The director does not hold shares and convertible securities of the corporation, in a subsidiary or
related company thereof.

The director is not a member of a committee or committees of the Board of Directors:

The director does have accounting and financial proficiency (within the meaning of the directive of
the Israel Securities Authority under Section 36A of the Securities Law, 5728-1968.

Yours faithfully,

Bank Hapoalim B.M.
Head Office
(-) (-)
Yoram Weissbrem Advocate Sharona Tamir
Secretary of the Bank Deputy Secretary of the Bank
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Immediate Report Consisting of the Schedule of Senior Office Holders
Regulation 34 (d) of the Securities
(Periodic and Immediate Reports) Regulations, 5730-1970
Please note that the definition of Senior Office Holder in the Securities (Periodic and
Immediate Reports) Regulations, 5730-1970 also includes, inter alia, « director.

There follows the Schedule of the Senior Office Holders and the Substitute Directors
of the Corporation correct as of January 24, 2007.

Name Category of Identity Title
Identity Number
Shlomo Nehama 1.D. Number 33395349 Chairman of the Board of Directors
Dan Dankner 1.D. Number 039581280 | Director

Yair Orgler 1.D. Number 001210541 Other:

. External Director-Under Directive 301 of
the Proper Conduct of Banking Business
Directives of the Supervisor of Banks

Irit Izakson L.D. Number 050709286 Director

Amir Barnea I.D. Number (003794310 | Other:

External Director-Under Directive 301 of
the Proper Conduct of Banking Business
Directives of the Supervisor of Banks

Joseph Dauber L.D. Number 007447584 | Director

Pnina Dvorin 1L.D. Number 03333093 Director

Ido Joseph Dissentshik 1.D. Number 7831787 External Director

Nira Dror 1.D. Number 32726551 External Director
Haim Samet L.D. Number 007249675 | Director

Jay Pomrenze Passport Number 111162680 | Director

Efrat Peled I.D. Number 027224773 | Direcror

Moshe Koren 1.D. Number 1228998 Director

Zvi Ziv 1.D. Number 4143699 Chief Executive Officer
Shy Talmon L.D. Number 055117261 Other:

Deputy CEQ, Member of the Board of
Management, Head of Corporate Banking |

Ofer Levy 1.D. Number 052222577 | Other:
Member of the Board of Management,




Senior Deputy Managing Director and
Comptroller of the Bank

Shlomo Braun

1D, Number

054030424

Cther:

Member of the Board of Management,
Senior Deputy Managing Director and
Head of Human Resources and Logistics

Yacov Rozen

1.D. Number

051255842

Other:

Member of the Board of Muanagement,
Senior Deputy Managing Director, Head
of Finance (CFO), Head of Banking
Subsidiaries including the Officer in
charge of the central administrative unit
Jor the supervision of corporations under
the control of the Bank

David Luzon

L.D. Number

51409308

Other:

Member of the Board of Managemen,
Senior Deputy Managing Director and
Head of Information Technology and
Operations

Han Mazur

IL.D. Number

007447386

Other:

Member of the Board of Management,
Senior Deputy Mauanaging Director and
Chief Legal Adviser of the Bank

Hanna Pri-zan

LD Number

30963115

Other:

Member of the Board of Management,
Senior Deputy Managing Director, Head
of Risk Management

Zion Keinan

LD Number

053508594

Other:
Deputy CEO, Member of the Board of
Management and Head of Retail Banking

Barry Ben-Zeev

1.D. Number

31205508

Other:

Member of the Board of Management,
Senior Deputy Managing Director, Head
of Client Asset Management

Doron Klausner

1.D. Number

0351277556

Member of the Board of Management,
Senior Deputy Managing Director, Head
of the Centre for Strategic Managzement

Alberto Garfunkel

L.D. Number

012592424

Member of the Board of Management,
Senior Depury Managing Director, Head
of International Activity

Mario Shushan

LD. Number

13802939

Member of the Board of Management,
Senior Deputy Managing Director, Global
Treasurer

Orit Lerer

1.D. Number

53501114

Cther:
Senior Deputy Muanaging Director and
Chief Internal Auditor of the Bank

Zvi Fulrman

1.D. Number

068791300

Other:
Deputy Managing Director Head of Bank
Hapoalim Activities in the U.S.A

Yoram Weissbrem

IL.D. Number

007041809

Other:
Secretary of the Bank
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63 Yehuda Halevi St., Bank Hapoalim Bldg., Tel Aviv 65781
Tel: 03-5673800; Fax: 03-5674576
——

Date: 25 January, 2007

The London Stock Exchange

To

Dear Sir or Madam,

RE: Immediate Report

We are pleased to advise you that on January 21, 2007, in the hours of the morning, Bank
Hapoalim B.M. published circulars offering securities to employees, as follows:

1) A circular offering 4,116,000 option warrants exercisable %or shares of the Bank,
which constitute the fourth portion of option warrants in the framework of an options

issue plan to the tenured employees of the Bank.

2) A circular offering 120,000 option warrants exercisable for shares of the Bank, which
constitute the second portion of option warrants in the framework of an options issue
plan to the employees of the Bank who are employed under a personal contract of

employment.

Attached are the reporting notices with the circulars attached.

(-) (-)
S. Braun A. Pinto
Member of the Board of Management Manager of Human Resources
Division

Head of Human Resources, Logistics
and Procurement
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Offering_Circular of Securities to Employees
Regulation 2, 8 of the Securities (Details of a Circular of an Offer of Securities to Employees)
Regulations, 5760-2000

1. Anoffering ctrcular of securities to employees is hereby filed.

2. The date of commencement of the period during which the securities to the employees
will be granted is 07/02/2007.

3. Date of the resolution of the board of directors concerning the offer of securities to the
employees - 19/12/2006.

Reference number of previous circular (if filed) 167641-01-2006, deposited with the
Authority on 20/12/2006.
Explanation: paragraphs 4-3 should be completed if a prior circular was filed.

4. If changes or updates have occurred in the circular in relation to the previous one: the
matter in which the change occurred (such as: the number or class of securities being
offered, the terms, number or class of offerees, any other change)

Updates of share prices; Update economic value; Additions to the list of Immediate
Reports, Amendments to wording

5. Paragraphs of the circular in which these changes occurred compared with the previous
circular -Paragraphs 1.1, 2.1, 2.10, 3.3; Chapter 4; Chapter 5.

6.  The securities offered:

1

Class of security: option warrant
Listed for trading on the exchange: No

Security code on the exchange (if listed):

No. of secunities offered: 720000

The rate that the offered quantity constitutes out of the company's issued and paid-up
share capital (without dilution):

Capital: 0.01% Voting: 0.01%

The rate that the offered quantity constitutes out of the company's issued and paid-up
share capital (fully diluted):

Capital: 0.00% Voting: 0.00%




7. Number of offerees to the extent fixed:

No. of existing offerees Number of future offerees Total number of offerees

In the Company

In subsidiaries

Total number of offerees to the extent determined

Class of Offerees

| Employee not being the CEO or director or controlling party |

8. Class of consideration without consideration

9. Date and manner in which the circular will be delivered to each offeree and the
statements to which the circular refers will be made available for inspection:
Publish an announcement of the offering of a circular at the place of work, or in
another manner according to the Securities (Details of a Circular of an Offer of
Securities to Employees) Regulations, 5760-2000

10.  Details of the Company's representative for purposes of dealing with this circular:
Name: Shiomo Braun
Office address: 63 Yehuda Halevi, Tel Aviv
Telephone number: 03-5676880. Fax no: 03-5673695

11.  Attached hereto is the circular

Reference numbers of previous documents on the subject (The reference does not constitute
incorporation by way of reference):

Former name of reporting entity:

Date on which the format of the form was updated: 01/01/2007.

Name of party reporting clectronically: Yoram Weissbrem, Position: Secretary of the Company.

63 Ychuda Halevi Street Tel Aviv, 65781, Tel; 03-5673800, Fax: 03-5674576,
E-Mail: yoram.weissbrem@mailpoalim.co.il




Bank Hapoalim B.M. (the “Company")

Circular to Emplovyees

Regarding an offer of options to the Company's employees who are employed under a
personal contract of employment pursuant to Section 15b of the Securities Law, 5728-
1968 and the Securities (Details of a Circular of an Offer of Securitics to Employees)
Regulations, 5760-2000

There are hereby offered

Up to 120,000 options (not-listed for trading) exercisable for up to 120,000 ordinary
registered shares of NIS 1.00 nominal value of the Company, subject to the adjustments,
pursuant to a plan to issue options to the Company's employees who are employed under a
personal contract of employment (the “Options”). The Options are offered without
consideration, to employees of the Company who are employed under a personal contract of
employment, as determined by the Company, being approximately 120 in number
("Employees"), as set out in the Circular, provided they are not and will not be interested
parties in the Company as that term is defined in the Securities Law, 5728-1968 ("Interested
Parties"). The number of Options that will be granted to each Employee will be determined
by the Board of Directors according to criteria that take account of the Employee's salary and
position.

21* January, 2007




Chapter 1 - General

1.1

The Options Offered

Up to 120,000 options, not listed for trading, are being offered without consideration
and exercisable for up to 120,000 ordinary registered shares of NIS 1.00 nominal value
of the Company, subject to the adjustments set out in the Plan. The Options under this
Circular may be allotted no later than the date on which the Periodic Report of the
Company for the year 2006 is published or the date prescribed by law for publishing
such report, whichever comes first.

The Options being offered, constitute approximately 0.010% of the Company's issued
and paid-up share capital on the date they are granted, and approximately 0.009% of the
Company's issued and paid-up share capital, assuming full dilution (full dilution
meaning on the assumption that all the Options that will have been granted to the
Company's employees, its officers, directors of the Group, consultants and other
service-providers of the Company, including the Options being offered under this
Circular, will be exercised into shares, without taking into account the subordinated
notes issued by the Company).

The Options are offered within the framework of an Options issue plan to the
Company's Employees who are employed under a personal contract of employment (the
“Plan") according to the capital gains track under Section 102(b)(2) (the "Capital
Gains Track") of the Income Tax [New Version] Ordinance, 5721-1961 (the
"Ordinance") and the rules enacted thereunder, as modified from time to time (the
“Rules"). Allocation of the Options will be implemented in accordance with the
approval granted to the Company by the Taxes Authority on 15™ February, 2006.

According to the Plan, Options will be allotted to Employees to purchase ordinary
registered shares of NIS 1.00 nominal value each of the Company. The total number of
Options to be granted under the Plan and in each year of the Plan's existence, shall be
determined by the Board of Directors of the Company, in its sole discretion, and the
Board of Directors is not obliged to allot a certain or any number of Options under the
Plan. In each year of the Plan's existence, a circular or other report will be published, as
required by law, regarding the offer of the options allotable in such year, according to
the Plan, as aforesaid and to the approval of the Stock Exchange for the listing of the
shares arising from the unregistered Options.

The offer of Options under the Circular will be subject to the sole discretion of the
Board of Directors, as set forth in paragraph 1.2 hereof.

The Options are offered without consideration, in the second year of the existence of the
Plan, 2007, at the sole discretion of the Board of Directors, to all the Entitled Employees
(as defined in Clause 1.2 below). Each Option will be exercisable into one ordinary
registered share of NIS 1.00 nominal value of the Company, in exchange for payment of
an exercise price equal to NIS 1.00. The exercise price will not be linked to the CPI or
to any other index.




1.2

The vesting period of the Options will be such as to enable the Options to be exercised
during the 12 month period starting 48 months after the 1* day of January in the year in
which the Options were allotted (the "Exercise Period"). The vesting period will,
unless otherwise directed by the Board of Directors, only include those periods during
which the Employee was employed by the Company or is on unpaid leave for a period
of one year or less. Notwithstanding the foregoing, the Company's  board of
management (or a person empowered by it} is authorized to determine, in individual
cases, at its sole discretion, that the vesting period will also include those periods during
which the Employee is on unpaid leave for a period exceeding one year. The Board of
Directors may, at any time, at its sole discretion, make provision for the acceleration of
the vesting period for all or any of the Options or for the removal of the restrictions
pertaining to the exercise of the Options, all subject to law.

In the event of the expiry and/or cancellation of a right to exercise an option into a share
according to the Plan for any reason, the share in question will revert to the pool of
shares retained in the Company’s registered capital for purposes of the Plan (the
"Retained Shares"), and the Company will, subject to the remaining terms of the Plan,
allot a new Option exercisable for the same share at another time, subject to the
provisions of any law and subject to the approval of the Stock Exchange. The exercise
mentioned above will only be made on a Business Day (as defined in paragraph 2.3
hereof).

These Options are offered pursuant to the resolutions of the Company's Board of
Directors of 6th December, 2005, to adopt the Plan and its resolution of 19th December,
2006 regarding the granting of the Options in accordance with the Plan and this Circular
on 7™ February, 2007.

For further details regarding the Options offered and the exercise shares - see Chapters 2
and 3 below.

For details concerning the exercise of voting rights and rights to dividends attached to
the Exercise Shares (as defined in paragraph 1.3 hereof), so long as the Exercise Shares
are deposited with the Trustee, as explained below -- see paragraphs 2.8.3, 2.8.4 and
2.8.5. For details concerning the provisions of the Company’s Articles of Association in
connection with the rights attaching to the Company’s shares (and to the Exercise
Shares) — see Chapter 3 below.

Eligible emplovees and defining their entitlement

The offer of Options under this Circular is subject to the sole discretion of the Board of
Directors, and the Company may, but is not obliged, to offer Options as provided in the
Circular, to Employees up to the rank/job title of Assistant Managing Director at the
Head Office or the holder of a corresponding job title, employed under a personal
contract of employment in Israel, who have completed at least one year's employment
on December 31, 2006 (even if in the course of this year, in whole or in part, they
worked at the Company under the status of a tenured employee) and are Employees on
the date of the actual allotment, and whose salary is payable on a monthly basis by the
Company (or by a corporation to which they are posted that is controlled by the
Company) except for an Employee who, on the allotment date, is on unpaid leave for
more than 12 months (for this purpose, an Employee who is on unpaid leave for a
period of a year or less will be deemed to be an Employee of the Company), provided
they are not and will not be Interested Parties of the Company, as set forth in Chapter 2




1.3

hereof. The number of Options offered to each Employee was determined by the Board
of Directors on the basis of criteria that take into account the Employee’s salary and his
position. The eligible Employees hold positions at various levels within the Company.
The group of Offerees shall not include Employees who are included in the group of
Offerees under any other plan for granting options, or option warrants, which are
exercisable into shares of the Company or the equivalent of shares in the Company,
whether realizable in specie or in cash, or any similar benefit, howsoever called
(herecinafter — a ""Corresponding Benefit"). Furthermore, the group of Offerees shall
not include employees who were or may be offered, on terms prescribed for them, to
receive a Corresponding Benefit by contract with the Company, or from any other
source, all irrespective of whether the offer to receive a Corresponding Benefit exists at
the time that this Plan is adopted by the Board of Directors of the Company, or if it
exists at some other time (“the Offerees” or “the Employees” or "the Eligible
Employees"). Notwithstanding the foregoing, according to the Plan, the Board of
Directors may determine at any time, at its sole discretion, additional Offerees who may
participate in the allotment of Options under the Plan.

Each Eligible Employee is offered to receive without consideration the number of
Options specified in the allotment document that will be submitted to each Eligible
Employee.

Permits obtained in connection with the Circular and the Listing for Trading of
the Exercise Shares

The Company has obtained all necessary approvals for offering the Options to the
Eligible Employees according to this Circular, except for the approval of the Tel Aviv
Stock Exchange Ltd., ("the Stock Exchange") to list for trading the shares resulting
from exercising the Options offered under this Circular (the “Exercise Shares").

On 19™ December, 2006, the Board of Directors of the Company adopted a resolution
for the submission of the Circular.

Shortly before the allotment of the Options the Company will apply to the Stock
Exchange to list for trading the Exercise Shares.

The Company's shares are listed for trading on the Tel Aviv Stock Exchange Ltd.

The aforesaid approval of the Stock Exchange shall not be deemed to be
confirmation of the details set out in the Circular or their reliability or
completeness, nor as the expression of any opinion with respect to the Company or
the quality of the Options offered under the Circular and the Exercise Shares or
the price at which they are being offered.

The Options offered under this Circular will not be listed for trading on any stock
exchange.



Chapter 2 - Details of the Offer

2.1
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General

Up to 120,000 Options, not listed for trading, are being offered to the Company's
Eligible Employees, without consideration, as set out in paragraph 1.2 above, subject to
the adjustments set out in the Plan.

Each Option may be realized for one ordinary registered share of NIS 1.00 nominal
value of the Company, against payment of the exercise price on the dates and under the
conditions detailed in this Chapter.

Without derogating from the generality of the foregoing, the Board of Directors will be
authorized, at any time, and without requiring the consent of the Eligible Employee, to
determine that Options that have been granted to the Eligible Employee according to the
Plan will be cancelled and replaced by other compensation by way of the allotment of
shares of the Company, subject to the provisions of any law, payment in cash or by such
other method as the Board of Directors may determine ("Other Compensation™),
provided that the value of the benefit inherent in Other Compensation will not be less
than the value of the benefit inherent in the Options cancelled or which have been
returned to the Company, as measured on the date of the cancellation or return, as the
case may be. In such a case, the value of the benefit inherent in the Options and the
Other Compensation will be determined by the Company and approved by an
independent outside advisor to be selected by the Company prior to replacing the
Options with Other Compensation, as aforesaid.

Allotment of the Options

After fourteen days have passed from the delivery of the Offering Circular, the
Company will allot the Options to the Eligible Employees and will deliver an allotment
document, duly signed by the Company, to each Eligible Employee. The Options will
be deposited with a trustee (the "Trustee") pursuant to the provisions of Section 102 of
the Ordinance and the Rules.

The Company will publish, on the date of, or shortly after the publication of this
Circular, notice in the work places where the Eligible Employees are employed
regarding the publication of this Circular or employ such other method as may be
permitted by law.

Exercise of the Options

The Options offered under this Circular may be realized into ordinary registered shares
of NIS 1.00 nominal value (for details regarding the Exercise Shares - see Chapter
Three hereof), in a manner whereby each existing Option may be exchanged for a single
registered ordinary share of NIS 1.00 nominal value, subject to the adjustments set out
below, in exchange for an exercise price equal to NIS 1.00. The exercise price will not
be linked to the CPI or any index.

The vesting period of the Options conferred upon each Eligible Employee (as defined in
Clause 1.2 hereof} will be such that the Options may be realized during the 12-month
period commencing 48 months after the first day of January in the year in which the
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Options were allotted, unless otherwise directed by the Board of Directors. The vesting
period only includes those periods during which the Eligible Employee was employed
by the Company or was on unpaid leave for a period of one year or less.
Notwithstanding the foregoing, the Company's board of management (or a person
empowered by i1t for that purpose) is authorized to determine, in individual cases, at its
sole discretion, that the vesting period will also include those periods during which the
Eligible Employee is on unpaid leave for a period exceeding one year. The Board of
Directors may, at any time, at its sole discretion, establish guidelines for the acceleration
of the vesting period for all or any of the Options that have been granted according to
the Plan, or regarding the lifting of restrictions pertaining to the exercise of the Options,
all subject to any law.

An Eligible Employee will be entitled to exercise all or any of the Options allotted to
him, on any Business Day, at his discretion, commencing from the date on which the
Options will be exercisable, as provided above, but in no event after 31st December,
2011, provided that the Exercise Notice (as hereinafter defined) has been submitted to
the Company 10 Business Days prior to such date.

In this paragraph "Business Day" means a day on which trading takes place on the
TASE.

Exercise procedure, release of the Options or shares from the Trustee and sale of
the Exercise Shares

An Eligible Employee wishing to exercise his right to exercise, in whole or in part, the
Options allotted to him, shall send the Company and the Trustee written notice in the
form to be prescribed by the Company from time to time ("Exercise Notice") and which
will include, inter alia, the number of Options the Eligible Employee wishes to exercise,
provided that such number will not be less than 50% of the Options that have been
allotted to such Employee (notwithstanding the foregoing, the number of Options
actually exercised may be smaller than this figure due to the sale procedure of the
Exercise Shares subject to the Options), accompanied by a power of attorney in favor of
the Trustee and/or the Company, as explained below, and shall pay an amount equal to
the Exercise Price multiplied by the number of the Exercise Shares, in the manner to be
fixed by the Company. Shortly after receiving the Exercise Notice and the full amount
of the consideration for the Exercise from any Eligible Employee and subject to review
of the right of the Eligible Employee to exercise the Options granted to him, the
Company will allot to the party giving a due Exercise Notice, the Exercise Shares due to
him in respect thereof, which shares will be deposited with the Trustee pursuant to the
provisions of Section 102 of the Ordinance.

Notwithstanding the foregoing, if no Exercise Notice reaches the Company within10Q
Business Days prior to the expiration of the Exercise Period, the Eligible Employee to
whom the Option was granted will be regarded as having submitted an Exercise Notice
and sale of the Exercise Shares on the same date. Accordingly, the Option will be
automatically exercised for an Exercise Share, which will be sold on the Eligible
Employee's behalf by the Trustee and/or the Company. The proceeds obtained from the
sale of the Exercise Share will be remitted to the Eligible Employee after deducting the
Exercise Price of the Option, which will be remitted to the Company, and after
deducting the commissions involved in such Exercise and sale, and deduction of tax at
source as required by law. For this purpose, in the allotment document to be issued by
the Company to the Eligible Employee, the Employee will declare that he agrees to the
mechanism set out in this paragraph, and empowers the Trustee and/or the Company to
act in accordance therewith.




2.5

An option which has been exercised and for which an Exercise Share has been allotted,
will cease to be valid. Until the date of exercise, holders of the Options will not be
regarded as shareholders of the Company (by virtue of the Options), save that they will
be granted the protection set out below, and become shareholders of the Company only
if the Options will have been exercised pursuant to the conditions prescribed in this
Circular. Commencing on the date of exercise, the Exercise Shares will rank pari passu
with all the ordinary shares of the Company's capital.

Pursuant to a written request of the Eligible Employee, in a form agreed to by the
Company and the Trustee, and which will be delivered to the Trustee, the Trustee will
release the Options held in trust by him or the Exercise Shares arising from the exercise
thereof, provided that prior to the release of such Options or Exercise Shares, the
Eligible Employee has transferred to the Trustee and/or the Company, to their
satisfaction, the amount of tax payable or a confirmation as to the payment of all taxes
the payment of which is required upon the release of the Options or the Exercise Shares
as the case may be.

In the alternative, the Company or the Trustee may sell on the Eligible Employee's
behalf, the Exercise Shares arising from the exercise of the Options held in trust by the
Trustee, pursuant to the Eligible Employee's instructions and an appropriate
arrangement between the employee, the Trustee and the Company.

If the Trustee continues to hold any Exercise Shares after 24 months have passed from
the last date of exercise of the Options conferred according to the Plan (namely 31st
December, 2015) (the "Trust Termination Date"), the Company and/or the Trustee
will sell such shares, deduct tax at source, deduct and pay the commissions involved in
the sale and remit the balance to the Eligible Employee. For this purpose, each Eligible
Employee will sign a power of attorney in favor of the Company and/or the Trustee, in
such form as will be decided by the Company and the Trustee, which power of attomey
will enable the Company and/or the Trustee to act on the Eligible Employee's behalf
and sell the Exercise Shares held by the Trustee on the Trust Termination Date.

Adjustment of rights

Until the issue of the Exercise Shares as aforesaid, the holder of the Options will have
no voting rights nor the right to receive dividends or any other right of a shareholder
(save for the right to exercise the Options).

No adjustments in respect of dividends or other rights will be made during the period
preceding the issue of the Exercise Shares, except for the following:

2.5.1 If the Company distributes bonus shares and the determination date for the
distribution thereof (the "Bonus Date") falls after the date of allotment of the
Options but before the date of exercise, the exercise price for each option will
remain unchanged, but the number of shares which each Eligible Employee is
entitled to receive at the time of exercise will increase by the number of shares
that the Eligible Employee would have been entitled to as bonus shares had he
exercised the option immediately before the Bonus Date, and the number of the
Retained Shares will correspondingly increase, and the Company will make the
necessary adjustments to its capital as required by law. Similar adjustments to




those stated in this paragraph will be made in the event of a split (or
consolidation) of the Company's shares.

2.5.2 In the event of a rights offer by the Company to its shareholders following the
allotment date of the Options but before the date of exercise, the number of
shares which each Eligible Employee is entitled to receive at the time of exercise
will increase to reflect the element of benefit inherent in the rights, and the
number of Retained Shares will correspondingly increase. In such a case, the
value of the benefit inherent in such rights as well as the necessary adjustment
required according to the foregoing will be fixed by the Company pursuant to the
terms of Rule 3E(b) of Chapter Eleven of the Second Part of the Stock Exchange
Rules, and will be approved by an independent outside advisor who will be
selected by the Company.

2.5.3 Notwithstanding the provisions of Clauses 2.5.1 and 2.5.2 above, an employee
will not be entitled to exercise an option for a fractional share, and the number of
shares to which the employee will be entitled at the time of exercise of the Option
according to the Plan will be rounded (up or down, as the case may be) to the
nearest whole number.

2.5.4 Tt is clarified that a distribution of a dividend by the Company (in cash or in
specie) will not affect in any way the number of Exercise Shares or the Exercise
Price, nor obligate the Company to make any adjustment in connection with the
Option and/or the Exercise Shares.

2.5.5 In the event of a structural change in the Company ("Structural Change"), the
merger of the Company with or into another company, either by way of a share
exchange, cash purchase or otherwise ("Merger") or sale of all or most of the
Company's assets or its issued capital to any third party ("Sale"), the Board of
Directors may, inter alia, at its election, and subject to any law:

2.5.5.1 Determine that each option will be replaced or converted into an option of
equal value in the New Company following the Merger or the Sale, and
implement for such purpose changes in the exercise price (if and to the
extent these will be required), all subject to the discretion of the Board of
Directors; or

2.5.5.2 Determine that each option will be adopted by the New Company in a
manner whereby it will be exchangeable for a share of the New Company,
subject to the adjustments and changes that will be determined by the
Board of Directors; or

2.5.5.3 Determine that each option will be cancelled or be returned to the
Company, and the Company shall pay the Eligible Employee financial
compensation for such cancellation or return of the Option, as the case
may be, provided that the value of the benefit inherent in the
compensation will not be less than that inherent in the Options which have
been cancelled or returned to the Company, as measured on the date of the
cancellation or return, as the case may be; and

2.5.5.4 Perform any act and/or adjustment relating to the Options and the terms
thereof as may be required in its discretion.




For the purpose of the provisions of this Clause, the term "New Company" shall
refer to the company with whom a Merger or a transaction of Sale has been made
or which steps into the shoes of the Company after the Structural Change.

2.5.6 Unless otherwise prescribed by the Board of Directors, in the event of a winding-
up of the Company, all options that have been allotted to the Eligible Employees
will immediately expire prior to the winding-up of the Company. In such event,
the Board of Directors may declare that all or some of the Options will expire on a
certain pre-determined date, and enable all or part of the Eligible Employees to
have the right to exercise the Options conferred upon them, and the Board of
Directors may determine that the ability to exercise such Options will similarly
apply with respect to options which, according to the terms thereof, were not
exercisable on the date so fixed.

2.6 Exceptions to the Exercise of the Options - Termination of Employment

In the event an Eligible Employee ceases for any reason whatsoever to be employed by
the Company under a personal contract of employment ("Termination of
Employment”), (in this Clause 2.6 the term "Company" also includes a subsidiary or
an affiliate of the Company), the Options to which this Circular relates will expire, as
detailed below, unless otherwise determined by the Board of Directors:

2.6.1 The date of the Termination of Employment will be the date on which the
employer-employee relationship between the Eligible Employee and the Company
will cease ("Termination of Employment Date").

2.6.2 On the Termination of Employment Date, all the Options that have been allotted
to the Eligible Employee under this Circular, for which the vesting period is still
pending, will expire. Upon the expiry of the Options, all the Eligible Employee's
rights and/or those of his heirs in connection with the Options, including the right
to purchase the Exercise Shares, will expire. The Options that have been allotted
to the Eligible Employee and for which the vesting period has ended by the
Termination of Employment Date, may be exercised by the Eligible Employee
during the 60-day period following the Termination of Employment Date, unless
otherwise provided by the Board of Directors.

If no Exercise Notice reaches the Company before 60 days have passed following
the Termination of Employment Date, the Eligible Employee will be regarded as
having submitted an exercise and sale notice of the Exercise Shares on such date.
Accordingly, the Options that were allotted to an Eligible Employee where the
vesting period ended on or prior to the Termination of Employment Date will be
exercised automatically, and the Exercise Shares will be sold on behalf of the
Eligible Employee by the Trustee and/or the Company. The consideration
obtained from the sale of the Exercise Shares will be remitted to the Eligible
Employee after deducting the exercise price of the Options, which will be remitted
to the Company, after deducting the commissions involved in such exercise and
sale, and deduction of tax at source as required by law. For such purpose, in the
allotment document to be issued by the Company to the Eligible Employee, the
Eligible Employee will declare that he agrees to the mechanism set out above and
empowers the Trustee and/or the Company to act in accordance therewith,




2.7

2.8

2.6.3 Notwithstanding the foregoing, if the Termination of Employment of the Eligible
Employee by the Company results from God forbid, death or Loss of Earning
Capacity (as defined below), all the Options allotted to the Eligible Employee
until the Termination of Employment Date of the Employee will be exercisable by
the Employee or his legal heirs (as the case may be) at the end of the vesting
period, as if the employment of the Eligible Employee in the Company had not
ended.

"Loss of Earning Capacity" shall mean for purpose of this sub-clause the
inability of the Eligible Employee to carry out his job function as a result of injury
and/or sickness for a period of at least 6 consecutive months.

2.6.4 Notwithstanding the foregoing, if the Eligible Employee has been dismissed in
circumstances which do not entitle him to severance pay as provided by the
Severance Pay Law, 5723-1963, and subject to any law, all the Options allotted to
him will expire, including Options for which the vesting period has ended.

2.6.5 An Eligible Employee who takes unpaid leave for a period of one year or less,
will continue to be regarded as an employee for purposes of the Plan, while an
Eligible Employee who takes unpaid leave for a period exceeding one year will be
regarded as having terminated his employment, and ceases to be an employee for
purposes of the Plan, as of the first day following one year on unpaid leave.

2.6.6 Notwithstanding the foregoing, the board of management of the Company or such
person authorized on its behalf, shall be authorized to determine, in individual
cases, at its sole discretion, that an Eligible Employee taking unpaid leave for a
period exceeding one year will continue to be regarded as an employee for
purposes of the Plan.

2.6.7 Subject to the provisions of the Plan regarding an adverse change in the conditions
of allotted Options, the Board of Directors may prescribe, at any time and in its
sole discretion, time periods and conditions with respect to any particular
employee or generally which may be different from those set forth herein.,

2.6.8 Tt is clarified that in no event will it be possible to exercise an Option afler the
expiration of the Exercise Period.

Transferability of the Options

Unless otherwise prescribed by the Board of Directors, the Options will not, in any
event, be transferable and/or assignable, save for transmission to legal heirs. In the event
of such transmission, the terms of the Option and the provisions of the Plan will be
binding upon the heirs.

Tax Implications on Allotment of Options, Their Exercise into Shares and Sale of
Shares Realized

2.8.1 General

On 15" February, 2006, the Taxes Authority approved the Plan as a share
allotment plan through a trustee, pursuant to the provisions of Section 102 of the
Ordinance.




The Company's duty to allot Exercise Shares at the time the Options are realized
or to carry out any other act in connection with or in respect of Options or
Exercise Shares is subject to the full compliance with all duties to pay income tax
or other compulsory payments that apply (to the extent they apply) including
deduction of any tax or compulsory payment required by law.

In the event of any liability for tax or any other compulsory payment (National
Insurance, State Health Tax, etc.) in respect of and/or as a result of the Plan
(whether in Israel or abroad), including in respect of the allotment of the Options
to the Eligible Employees, the exercise thereof into shares, the sale of the Exercise
Shares, receipt of dividend or any other benefit in respect of the Options or the
Exercise Shares, it will be borne by the Eligible Employees in accordance with
law (to the extent it applies by law to such Employee). The Eligible Employees
will indemnify the Company and/or the Trustee in respect of any payment or
claim for payment of any tax payable as aforesaid, if payable, and the Company
may deduct from the sums becoming due to the Employee any balance of the
Eligible Employee's debt to the Company, to the extent that such a debt exists in
respect of such indemnity.

2.8.2 Taxes Applicable to Options Offered Within the Scope of Section 102 to Israeli
Employees

The grant of Options in accordance with this Circular is made subject to the
provisions contained in Section 102 of the Ordinance and is also subject to the
Rules. Accordingly, the Company has elected the capital gains track prescribed by
Section 102(b)(2) of the Ordinance for the purpose of taxing the income of
Eligible Employees from the Qptions. The Options will be exercised subject to the
provisions of paragraph 2.4 of the Circular. The Exercise Shares (as defined
below) obtained from exercising the Options will be deposited with the Trustee.

In accordance with Section 102 and the Regulations, the following provisions will
apply:

[a] Date of liability for tax

The Eligible Employee's income from the allotment of the Options is tax-
exempt at the time of allotment, but will be liable for tax at the time the
shares resulting from the exercise of the Options are sold ("Exercise
Shares") or the Options or Exercise Shares are transferred from the Trustee
into the name of the Employee ("Transfer").

[b] Rate of tax

Pursuant to the capital gains track, if the Options or the Exercise Shares are
held by the Trustee until the expiration of the period required by the
Ordinance for the capital gains track, or until the expiration of such other
period as may be approved by the Tax Authority (the "Trust Period"), part
of the benefit inuring to the Eligible Employee from the sale of the Exercise
Shares up to no higher than the average value of the Company's shares on
the Stock Exchange at the end of the 30 day trading period preceding the
allotment of the Options, will be regarded as income from work under
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Section 2(2) of the Income Tax Ordinance, such income to be adjusted to
the Consumer Price Index up until the date of sale of the Exercise Shares or
the execution of a Transfer, and the balance of the value of the benefit will
be regarded as a capital gain liable to tax at the rate of 25%.

The Eligible Employee will not be entitled to sell Exercise Shares or execute a
Transfer prior to the expiration of the Trust Period. Moreover, the rights conferred
by virtue of the Exercise Shares, including bonus shares, but excluding dividends
paid in cash ("Rights"), will be deposited with the Trustee until the expiration of
the Trust Period, and the capital gains track will apply thereto.

2.8.3 The Trustee will not execute any transaction or act in connection with the Options
and/or the Exercise Shares held by him, and will not transfer, assign, withdraw,
attach or charge them voluntarily and will not grant with respect thereto any
power of attorney or instrument of transfer, of either immediate effect or which
will come into effect at a future date, except for a transfer based on a will or by
operation of law, until after the applicable tax as aforesaid has been paid or until
payment of the tax has been secured.

2.8.4 So long as the Exercise Shares are held by the Trustee in trust for an Eligible
Employee, the voting rights attaching to the Exercise Shares will be vested solely
in the Trustee. The Trustee will not vote in respect of Exercise Shares that are
held by him on behalf of the Eligible Employee, and such Employee will be
entitled to vote in respect of the Exercise Shares at meetings of the Company’s
shareholders only in accordance with a power of attomey from the Trustee.

2.8.5 So long as the Exercise Shares are held by the Trustee in trust for an Eligible
Employee, cash dividends which may be distributed in respect thereof will be
transferred directly to the Eligible Employee, all as determined by the Company’s
Board of Directors, at its sole discretion and subject to any law, prior to
implementing the distribution of such dividend.

The terms of Clause 2.8 above reflect the law in force on the date of the Circular.
The legal provisions relating to the compulsory payments and tax aspects in
relation to the Options granted under this Circular are liable to change from time
to time. The foregoing does not purport to be an authoritative interpretation of the
tax provisions mentioned above, or an exhaustive description of the general
provisions of law pertaining to taxes which may apply in connection with the
Options being offered to the Eligible Employees, and does not serve as a substitute
for legal and professional advice on the subject. As is usual when deciding on an
investment, each Eligible Employee receiving Options who decides to exercise them
must consider the various tax aspects and tax implications that his investment will
have. The Eligible Employee must consult his professional advisors, including legal
and tax counsel, having regard to his own particular circumstances.

Consideration for the Options Offered

The Options offered are offered for no consideration. Assuming all the offered Options
are exercised, the Company will receive proceeds amounting to NIS 120,000, without
linkage to the CPl. The amount to be received by the Company was determined
according to the exercise price determined by the Board of Directors on the date it




2.10

resolved to grant the Options, multiplied by the number of Options offered at such
exercise price, as set out in this Chapter.

The Economic_Value of the Options

2.10.1

2.10.2

2,103

The Company applies Accounting Standard No. 24 “Share Based Payment”.
The main provisions of the Standard are to require the recognition of expenses
in respect of the Options in the financial statements of the Company according
to their economic value at the time the Options are actually allotted. The
expense will be recorded in the financial statements of the Company over the
vesting period of the Options and according to the number of options to be
granted.

The calculation of the economic value of each Option reflected in the financial
statements of the Company will be made according to the Black and Scholes
model, according to the terms of the Plan and according to the principles
embodied in Accounting Standard No. 24, as aforesaid.

By way of illustration only, there follows a calculation of the economic value of
each Option were it to have been actually granted at about the time of
submission of this Circular:

[a] The price of the share for the purpose of the calculation is the closing price
of the share of the Company on the Stock Exchange at the close of trading
on 18" January (NIS 20.10).

[b] The exercise price is NIS 1.-, unlinked.

[c] Until the Exercise Shares are issued, the holder of the Option will have no
right to receive any dividend.

[d] The calculation is made subject to the following assumptions:

- the standard deviation 1s calculated according to the daily vyield
according to the price of the share of the Company on the Stock
Exchange over the last four years; accordingly, the standard deviation
is about 25%.

- the life expectancy of the Options is four years.

- the annual rate of capitalization is determined according to the yield to
maturity of unlinked bonds (“Shahar™), which corresponds to the life
expectancy of the Options, and accordingly, the calculation assumes a
rate of interest for capitalization of 5.25%.

- the yield on account of dividend which the sharcholders of the
Company expect to receive is 5.80%.

[e] The calculation of the economic value does not take into account the fact
that the Options will not be listed for trading on the Stock Exchange, and
also does not take into account the vesting periods of the Options as
provided in the Plan and the tax likely to apply at the time of sale of the
Exercise Shares.

On the basis of the above assumptions, the value of each Option is NIS 15.13.

It is emphasized that the calculations presented above were made as of 21* January,
2007 (according to the price on 18" January, 2007). The determination date for
calculating the value of the Options for the purpose of the financial statements of the
Company, according to Accounting Standard No. 24, is the date on which the Options
are granted (and not the submission date of the Circular). Therefore, the value of the




Option which will serve for the recognition of the amounts of the expense to be actually
recorded and reflected in the financial statements of the Company will be different from
the data presented above, and will be subject to computation by the Company on the
basis of similar assumptions.

Chapter 3 - The Exercise Shares

The Exercise Shares will rank equally with all the ordinary shares of the Company's capital.
All the shares in the Company's capital are registered shares, having a nominal value of NIS
1.00.

Details conceming the provisions contained in the Company's Articles of Association, relating
to the rights attaching to the Company's shares (and to the Exercise Shares), are set out below:

3.1 Voting rights

Each ordinary registered share confers upon the holder thereof the right to receive
notices of and to attend general meetings of the shareholders of the Company, and the
right to one vote in respect of each ordinary share whenever votes are cast at any
general meeting of the Company attended by the holder thereof.

3.2 Rights to dividend and distribution of bonus shares

All ordinary shares in the Company's capital rank equally among themselves and confer
upon the holders thereof the right to receive dividends (if and when distributed), the
right to receive bonus shares (if and when distributed), and the right to participate in the
distribution of surplus assets of the Company after the winding-up thereof according to
the proportionate share thereof in the Company’s issued share capital.

Shareholders entitled to dividends are the shareholders on the date of the resolution
regarding the dividends or on such later date as may be determined by the resolution.
The Company's resolution to distribute dividends or bonus shares shall be adopted by
the Board of Directors of the Company.

Subject to any special rights or restrictions attaching to any shares, dividends in cash
and bonus shares will be paid and distributed to the shareholders in proportion to the
capital amount paid on the nominal value of the shares held by them, disregarding any
premium paid thereon.

No dividend or monies or benefits in respect of a share will bear interest.

The Board of Directors may deduct from any dividend or monies or benefits in respect
of a share, such sums as the holder of such share owes the Company on account of calls
at such time,

The Board of Directors may withhold any dividend or bonus shares or monies or
benefits in respect of a share over which the Company has a charge, and apply such
dividend or bonus shares or monies or benefits in discharge of the debts or liabilities in
respect of which the Company holds a charge.




3.3

In order to execute any resolution regarding a distribution as defined in the Companies
Law, 5759-1999 (the "Companies Law") the Board of Directors may, as it deems fit,
settle any difficulty arising in relation to the distribution, and take such steps as are
required for that purpose. Shares of a value less than that resolved by the Board of
Directors will not be taken into account for the purpose of adjusting the rights of
shareholders.

The Board of Directors may determine from time to time the manner of paying the
dividend or the distribution of the bonus shares and the arrangements relating thereto to
registered shareholders or with respect to those holding share warrants. Without
derogating from the generality of the foregoing, the Board of Directors may pay any
dividend or monies in respect of shares by sending a cheque by post to the address of
the shareholder as registered in the register of shareholders of the Company. The
dispatch of any such cheque will be at the risk of the shareholder.

In the event of a declaration of dividend, distribution of shares or debentures following
a capitalization or grant of any rights to members, for subscription to shares as yet
unissued, the Board of Directors will publish a notice thereof at least once in two daily
newspapers in Isracl.

A dividend, the payment of which has not been claimed within a period of seven (7)
years from the date of the resolution to distribute the same, will be regarded as having
been waived by the person entitled thereto and such dividend will revert to the
ownership of the Company.

Increase of Capital and Modification of the Rights Attaching to the Company's
Shares

A general meeting of the shareholders may decide upon the following matters by a
resolution passed by a simple majority:

. To increase its registered share capital by such amount as will be resolved, by
creating new shares on such conditions and with such rights as the resolution
prescribes. Such resolution may be adopted whether or not all the shares for the
time being have been issued or a resolution exists for the issue thereof and
whether or not they have yet to be issued or resolved to be issued.

2, To cancel any registered capital which has not been allotted, provided no
undertaking, including a contingent undertaking, on the part of the Company
exists to allot such registered share capital.

3. To vary, cancel, convert, extend, add to or otherwise modify the rights, privileges,
advantages, restrictions and terms whether or not for the time being related to the
Company's shares.

4.  To consolidate and redistribute its share capital into shares of larger or smaller
denominations than those of the existing shares.

5. To reduce its share capital in such manner and on such terms and subject to
obtaining such approvals as are required by law.
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3.5

6.  To make any other change in the Company's share capital or the rights attaching
to its shares, to the extent that such power is not vested in any other organ of the
Company.

The rights conferred upon the holders of any shares, including preference shares (as
defined in the Securities Law, 5728-1968), will not be deemed to have been varied by
the creation or tssue of additional shares ranking pari passu with them, unless otherwise
stipulated by the terms of issue of such shares.

The Board of Directors of the Company may:

1. Issue shares and other securities, including convertible or realizable securities, up
to the amount of the Company's registered share capital, and may similarly allot
the same (or otherwise deal therewith) to such persons, in exchange for cash or
other non-cash consideration, on such exceptions and conditions, at a premium or
at par or at a discount, at such times as it deems fit; and grant any person the right
to demand the allotment of any shares during such time period and against such
consideration as the Board of Directors may determine.

2. Issue redeemable securities and redeem the same in such manner and on such
conditions as it may resolve from time to time,

3. Resolve to issue a series of debentures within the scope of its authority to borrow
on the Company's behalf, and to the limit of such power.

Upon the issue of shares the Board of Directors may establish different conditions for
the shareholders in relation to the consideration, the amounts of the calls and/or the
dates of payment thereof,

Transfer of Shares

No transfer of shares of the Company will be registered without a proper instrument of
transfer being delivered to the Company. The instrument of transfer of a share in the
Company will be signed by the transferor and transferee, and the transferor will be
deemed to remain the shareholder until the transferee's name is registered in the register
of shareholders in respect of the share transferred.

Any document (including the certificate of the share being transferred) that the Board of
Directors may require in connection with the transfer must be submitted to the
Company together with the instrument of transfer.

The Board of Directors may decline to recognize the instrument of transfer until the
certificate of the share being transferred is attached thereto, together with such other
evidence as the Board of Directors may demand to prove the transferor's right to
transfer the share, and payment of a transfer fee if prescribed by the Board of Directors.

Notices to Shareholders of General Meetings

A notice convening a general meeting will be published in at least two Hebrew daily
newspapers having a broad circulation, and will include the agenda fixed for the
meeting, the proposed resolutions and arrangements regarding poll cards as the case
may be.
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The Company is not bound to personally serve notice of a general meeting on a
shareholder registered in the register of shareholders.

General Meetings of the Company's Shareholders

There will be a quorum for holding a general meeting when at least two shareholders
holding at least twenty-five per cent (25%) of the voting rights are present, within half
an hour of the time appointed for the meeting to proceed to business.

If within half an hour of the time appointed for the meeting to proceed to business a
quorum is not present at the general meeting, the meeting will stand adjourned to the
same day in the next week at the same time and place, or to such other time if specified
in the invitation to the meeting or the notice of the meeting. If no quorum is present at
the adjourned meeting within half an hour of the time appointed therefore, the meeting
will take place with such number of participants as are present. Notwithstanding the
foregoing, if the general meeting has been convened upon requisition by shareholders as
provided in Sections 63(b)(2) or 64(a) of the Companies Law, the adjourned meeting
will be held only if there are present at least that number of shareholders required to
convene a meeting as provided in those sections of the Law.

A general meeting at which a quorum is present may resolve to adjourn the meeting to
such other time and place as it may determine. At the adjourned meeting, only the
business appearing on the agenda of the original meeting and for which no resolution
has been passed, will be transacted. If the general meeting is adjourned for a period
exceeding 21 days, notices of the adjourned meeting will be given as stated in Clause
3.5 of this Circular.

Election of the Members of the Board of Directors

The number of members of the Board of Directors will be fixed from time to time by a
resolution of the general meeting of the Company. The number of members of the
Board of Directors will not be less than seven (7) nor greater than fifteen (15).

The directors of the Company will be appointed by a resolution adopted by a general
meeting of the sharcholders present at the meeting personally or by proxy.
Notwithstanding the foregoing, the Board of Directors may resolve, from time to time,
to appoint an additional director or directors whether as an additional director, or in
order to fill the position of a director that has fallen vacant for any reason, provided that
every such appointment and any change in such appointment will be made in
accordance with the provisions of a voting agreement between the shareholders of the
Company entitled to appoint directors, a signed copy of which has been given to the
Board of Directors.

A director will take up office on the date of his appointment or at such later date in the
future, in accordance with the resolution of the general meeting or of the Board of
Directors, as the case may be, which appointed the director. Such appointment will
continue until it is terminated or discontinued.

A director may resign by written notice given to the Board of Directors, the chairman of
the Board of Directors or the Company, and such resignation will enter into effect on
the date the notice is given, unless a later date is prescribed in the notice. The director's
notice of resignation will contain the reasons for his resignation.




Upon notice of a director's resignation being received, notice thereof and the reasons
given therefore shall be submitted to the Board of Directors, and they shall be recorded
in the minutes of the next meeting convened after the resignation.

The general meeting may, at any time, remove a director from office. In addition, the
Board of Directors may remove from office a director that it appointed, provided that
such termination of service shall be made with the consent of the shareholders. A
director removed from office will be given a reasonable opportunity to present his case
to the general meeting or the Board of Directors, as the case may be.

Without derogating from the causes enumerated in the Companies Law, the office of a
director will be vacated in any of the following cases: if he has resigned his office, been
removed from office, been convicted of an offence under the law, by a decision of a
court of law made according to the law, if the director has been adjudicated bankrupt,
and, if a corporate body, a resolution has been passed for its voluntary liquidation or a
winding-up order is made against it, upon the date of adoption of a resolution by the
Board of Directors terminating his office, if he has become legally incompetent, upon
the expiration of the period for which he was elected and if the director was absent from
six consecutive meetings of the Board of Directors or from eight non-consecutive
meetings of the Board of Directors during one year, provided, however, that the Board
of Directors may allow a director’s membership to continue if the absences occurred
during a period of time not exceeding six months.

A director who has ceased to hold office may be re-appointed. If no director is
appointed or if the office of a director is vacated, the remaining directors may act in all
matters so long as their number has not fallen below the minimum prescribed for the
time being for meetings of the Board of Directors.

Chapter 4 — Details Regarding the Company’s Share Prices

The following sets out details of the highest and lowest prices at which the Company’s shares
were traded in 2005 and 2006, and during the period between January 1%, 2007 and January
21%, 2007 on the Stock Exchange (without taking into account dividend distributed during the
same period):

Stock Exchange | In the Period Between | 2006 2005
Price January 1* and
January 21* 2007
Date NIS Price | Date NIS Date NIS
Price Price
High 04.01.07 20.66 20.04.06 | 24.08 29.12.05 | 21.38
Low 10.01.07 19.27 10.08.06 | 18.18 05.01.05 | 14.13

The share price on the Stock Exchange on 18" January, 2007 (the last trading day before the
date of this Circular) was NIS 20.10.

Chapter 5 — Reference to Financial Statements

Eligible employees are referred to the Company’s financial statements as at December 31,
2005, published on March 29, 2006, the Company’s financial statements as at March 31,
2006, published on May 235, 2006, the Company’s financial statements as at June 30, 2006,
published on August 17, 2006, and the Company’s financial statements as at September 30,
2006, published on November 21, 2006.




The Company also refers the Eligible Employees to the Immediate Reports that were
published by it commencing 21* November, 2006 {(excluding those reports regarding changes
in the holdings of institutional bodies), as follows:

Date of Subject Matter

Publication

of Immediate

Report

21/11/06 Dividend of 28 Agoroth per share, ex 30.11.06, payment 14.12.06

21/11/06 Change in holdings of controlling party — Alliance L.P.

21/11/06 Negotiations for sale of control of Salt Industries to Arison, negotiations with
Arison in connection with shares of Poalim

21/11/06 Arison in negotiations with Salt Industries in connection with shares of
Poalim and acquisition of control of Salt Industries

27/11/06 Class action against Discount, Poalim and Leumi pertaining to interest
charged to households

03/12/06 Holdings of controlling parties

03/12/06 Change 1n holdings of controlling party — Alliance L.P.

11/12/06 General Meeting called for 24.1.07, insurance and indemnity, poll card

14/12/06 Claim and motion for class action against Poalim, Leumi and Discount — on
behalf of customers

17/12/06 Change in holdings of controlling party — Alliance L.P.

17/12/06 Holdings of controlling parties

17/12/06 Completion of transaction for sale of activities and goodwill of Lahak to
Pekan — further to 26.10

19/12/06 General Meeting called for 24.1.06, poll card, indemnity, and complementary
insurance

20/12/06 Deposit of a Preliminary Offering Circular

20/12/06 Deposit of a Preliminary Offering Circular

27/12/06 Immediate Report

08/01/07 Holding(s) in Company

11/01/07 Immediate Report

14/01/07 Immediate Report

14/01/07 Holding(s) in Company

Date: 21" January, 2007

Respectfully yours,

Bank Hapoalim B.M.

Name of signatory on behalf of the Corporation: Shlomo Braun

Title: Member of the Board of Management, Head of Human Resources, Logistics and
Procurement

Name of signatory on behalf of the Corporation: Arik Pinto

Title: Manager of Human Resources Division




Cover page Bank Hapoalim B.M. T170
Registration no. 520000118 Public
The securities of the corporation are listed for trading on the Tel Aviv Stock Exchange
Code name: Poalim
Street; P.O.B. 27, Tel Aviv 61000
Tel: 03-5673800; 03-5673333; Fax: 03-5674576
e-mail: yoram.weissbrem@mailpoalim.co.il

Transmussion date; 21 January 2007
Reference: 015265-01-2007

Securities Authority Tel Aviv Stock Exchange Ltd.
www.isa.gov.il www.tase.co.il

Offering Circular of Securities to Employees
Regulation 2, 8 of the Securities (Details of a Circular of an Offer of Securities to Employees)
Regulations, 5760-2000

I.  Anoffering circular of securities to employees is hereby filed.

2. The date of commencement of the period during which the securities to the employees
will be granted is 07/02/2007.

3. Date of the resolution of the board of directors concerning the offer of securities to the
employees - 19/12/2006.

Reference number of previous circular (if filed) 167668-01-2006, deposited with the
Authority on 20/12/2006.
Explanation: paragraphs 4-5 should be completed if a prior circular was filed.

4. If changes or updates have occurred in the circular in relation to the previous one: the
matter in which the change occurred (such as: the number or class of securities being
offered, the terms, number or class of offerees, any other change)

Updates of share prices; Update of economic value Additions to the list of Immediate
Reports, Amendments to wording

5. Paragraphs of the circular in which these changes occurred compared with the previous
circular -Paragraphs 1.1, 2.1, 2.10, 3.3; Chapter 4; Chapter 5.

6.  The securities offered:

1

Class of security: option warrant
Listed for trading on the exchange: No

Security code on the exchange (if listed):

No. of securities offered: 4116000

The rate that the offered quantity constitutes out of the company's issued and paid-up
share capital (without dilution):

Capital: 0.33% Voting: 0.33%

The rate that the offered quantity constitutes out of the company's issued and paid-up
share capital (fully diluted):

Capital: 0.32% Voting: 0.32%




7. Number of offerees to the extent fixed:

No. of existing offcrees Number of future offerces Total number of offerees

In the Company

In subsidiaries

Total number of offerees to the extent determined

Class of Offerees

I Employee not being the CEQ or director or controlling party I

8. Class of consideration without consideration

9. Date and manner in which the circular will be delivered to each offeree and the
statements to which the circular refers will be made available for inspection:
Publish an announcement of the offering of a circular at the place of work, or in
another manner according to the Securities (Details of a Circular of an Offer of
Securities to Employees) Regulations, 5760-2000

10.  Details of the Company's representative for purposes of dealing with this circular:
Name: Shlomo Braun
Office address: 63 Yehuda Halevi, Tel Aviv
Telephone number: 03-5676880. Fax no: 03-5673695

11. Attached hereto is the circular

Reference numbers of previous documents on the subject (The reference does not constitute
incorporation by way of reference):

Former name of reporting entity:

Date on which the format of the form was updated: 28/12/2005.

Name of party reporting electronically: Yoram Weissbrem, Position: Secretary of the Company.

63 Ychuda Halevi Street Tel Aviv, 65781, Tel: 03-5673800, Fax: 03-5674576,
E-Mail: yoram.weissbrem@mailpoalim.co.il




Bank Hapoalim B.M. (the “Company")

Circular to Emplovyees

Regarding an offer of options to the Company's tenured employees pursuant to Section
15b of the Securities Law, 5728-1968 and the Securities (Details of a Circular of an Offer
of Securities to Emplovees) Regulations, 5§760-2000

There are hereby offered

4,000,000 options (not-listed for trading) exercisable for up to 4,000,000 ordinary registered
shares of NIS 1.00 nominal value of the Company, subject to the adjustments set out in the
option plan adopted by the Board of Directors of the Company on 30" May, 2004 (“the Plan”)
plus an additional amount of options (not-listed for trading), not to exceed 116,000, which
shall be equal to the amount of options that expired and were not allotted and also a quantity
of options which were not allotted for any reason from the first, second and third portions in
total of up to 12,000,000 options allotted by the Company to its employees on 8" August,
2004, 7th February, 2005 and 7" February, 2006 pursuant to the Plan and the Circulars
published on 4ty uly, 2004, 12th January, 2005 and 15" January, 2006 ( the “First Portion”,
the “Second Portion” and the “Third Portion”, respectively), (jointly, the “Options™). The
Options are offered without consideration, to all the Company's tenured Isracli employees, as
determined by the Company, being approximately 8,000 in number ("Tenured Employees"),
as set out in the Circular, provided they are not and will not be interested parties in the
Company as that term is defined in the Securities Law, 5728-1968 ("Interested Parties").
The number of Options that will be granted to each Employee will be determined by the
Board of Directors according to criteria that take account of the Tenured Employee's salary,
including his seniority and position.

21% January, 2007




Chapter 1 - General

1.1

The Options Offered

4,000,000 options, not listed for trading, are being offered without consideration and
exercisable for up to 4,000,000 ordinary registered shares of NIS 1.00 nominal value of
the Company, subject to the adjustments set out in the Plan, plus an additional amount
of options not listed for trading, not to exceed 116,000 in number, which shall be equal
to the number of options that have expired and were not allotted and also a quantity of
options that were not allotted, for any reason whatsoever, out of the First Portion, the
Second Portion and the Third Portion. The Options under this Circular may be allotted
no later than the date on which the Periodic Report of the Company for the year 2006 is
published or the date prescribed by law for publishing such report, whichever comes
first.

The Options being offered, constitute approximately 0.33% of the Company's issued
and paid-up share capital on the date they are granted, and approximately 0.32% of the
Company's issued and paid-up share capital, assuming full dilution (full dilution
meaning on the assumption that all the Options that will have been granted to the
Company's employees, its officers, directors of the Group, consultants and other
service-providers of the Company, including the Options being offered under this
Circular, will be exercised into shares, without taking into account the subordinated
notes issued by the Company).

The Options are offered within the framework of an Options issue plan to the
Company's Employees (the “Plan") according to the capital gains track under Section
102(b)}(2) of the Income Tax [New Version] Ordinance, 5721-1961 (the "Ordinance")
and the rules enacted thereunder, as modified from time to time (the “Rules").
Allocation of the Options will be implemented in accordance with the approval granted
to the Company by the Taxes Authority on 29" June, 2004,

According to the Plan, 24,000,000 Options will be allotted to Tenured Employees to
purchase up to 24,000,000 ordinary registered shares of NIS 1.00 nominal value each of
the Company, in a manner whereby in each of the six years of the existence of the Plan,
commencing 2004 to and including 2009, 4,000,000 options will be allotted that are
exercisable into up to 4,000,000 ordinary registered shares of the Company, subject to
the adjustments set out in the Plan and to the approval of the Stock Exchange for the
listing of the shares arising from the unregistered Options. In each year of the Plan's
existence, a circular or other report will be published, as required by law, regarding the
offer of the options allotable in such year, according to the Plan, as aforesaid. The
Options according to the Plan will be allotted in each year at the sole discretion of the
Board of Directors, to all the employees who were tenured on 31st December of the
year preceding the date of the allotment of the options and who are tenured employees
on the date of the actual allotment, and whose salaries are payable on a monthly basis
by the Company (or by a corporation to which employees have been posted that is
controlled by the Company), except for a tenured employee who, on the allotment date,
is on unpaid leave for more than 12 months (for this purpose, a tenured employee who
is on unpaid leave for the period of a year or less will be deemed to be a tenured
employee of the Company). The number of options which will be granted to each
Employee will be determined by the Board of Directors according to criteria that take
into account the salary of the Tenured Employee, including his seniority and position.




Notwithstanding the foregoing, whenever Options are granted to the entire group of
Tenured Employees, the Company may retain a certain number of options in order to
ensure that the grant to each employee has been made in accordance with the criteria
fixed by the Board of Directors (the “Rectification Quantity') provided the
Rectification Quantity will be distributed to the Tenured Employees on a later date
pursuant to the aforesaid criteria, so that the overall number of options that may be
granted throughout all the years of the existence of the Plan, will be such number as are
exercisable into a total number of 24,000,000 shares of the Company.

The Options offered according to this Circular, in the fourth year of the existence of the
Plan, 2007, are offered without consideration, at the sole discretion of the Board of
Directors, to all the Company's Israeli Tenured Employees as sct forth in paragraph 1.2
hereof.

Each Option will be exercisable into one ordinary registered share of NIS 1.00 nominal
value of the Company, in exchange for payment of an exercise price equal to NIS 1.00.
The exercise price will not be linked to the CPI or to any other index.

The vesting period of the allotted Options to each Eligible Employee (as defined in
Clause 1.2 hereof) will be such as to enable the Options to be exercised during the 12
month period starting 48 months after the 1* day of January in the year in which the
Options were allotted (the "Exercise Period"). The vesting period will, unless
otherwise directed by the Board of Directors, only include those periods during which
the Employee was employed by the Company or is on unpaid leave for a period of one
year or less. Notwithstanding the foregoing, the Company's board of management (or a
person empowered by it) is authorized to determine, in individual cases, at its sole
discretion, that the vesting period will also include those periods during which the
Employee is on unpaid leave for a period exceeding one year. The Board of Directors
may, at any time, at its sole discretion, make provision for the acceleration of the
vesting period for all or any of the Options or for the removal of the restrictions
pertaining to the exercise of the Options, all subject to law.

In the event of the expiry and/or cancellation of a right to exercise an option into a share
according to the Plan for any reason, the share in question will revert to the pool of
24,000,000 shares retained in the Company's registered capital for purposes of the Plan
(the "Retained Shares"), and the Company will, subject to the remaining terms of the
Plan, allot a new Option exercisable for the same share on the next following allotment
date, as prescribed by the Plan and subject to the provisions of any law and subject to
the approval of the Stock Exchange. The exercise mentioned above will only be made
on a Business Day (as defined in paragraph 2.3 hereof).

These Options are offered pursuant to the resolutions of the Company's Board of
Directors of 30th May, 2004, to adopt an option plan for the Company's Tenured
Employees and its resolution of 19th December, 2006 regarding the granting of the
Options in accordance with the Plan and this Circular on 7™ February, 2007.

For further details regarding the Options offered and the exercise shares - seec Chapters 2
and 3 below.

For details concerning the exercise of voting rights and rights to dividends attached to
the Exercise Shares (as defined in paragraph 1.3 hereof), so long as the Exercise Shares




are deposited with the Trustee, as explained below — see paragraphs 2.8.3, 2.8.4 and
2.8.5. For details concerning the provisions of the Company’s Articles of Association in
connection with the rights attaching to the Company’s shares (and to the Exercise
Shares) — see Chapter 3 below.

1.2 Eligible employees and defining their entitlement

This Offer is addressed, at the sole discretion of the Board of Directors, to all the
employees who were/will be tenured employees of the Company on December 31,
2006, even if they are posted to another company, that is controlled by the Company, in
Israel or abroad'and were Tenured Employees on the date of the actual allotment, and
whose salary is payable on a monthly basis by the Company (or by a corporation to
which they are posted that is controlled by the Company) except for a Tenured
Employee who, on the allotment date, is on unpaid leave for more than 12 months (for
this purpose, a Tenured Employee who is on unpaid leave for a period of a year or less
will be deemed to be a Tenured Employee of the Company), provided they are not and
will not be Interested Parties of the Company, (the "Eligible Employees"), in a manner
whereby each Eligible Employee will be entitled to receive without consideration, the
number of Options specified in the allotment document that will be submitted to each
Eligible Employee. The number of Options offered to each Eligible Employee has been
determined on the basis of criteria that take into account the Eligible Employee’s salary,
including his seniority and position. The Eligible Employees hold positions at various
levels within the Company.

1.3 Permits obtained in connection with the Circular and the Listing for Trading of
the Exercise Shares

The Company has obtained all necessary approvals for offering the Options to the
Eligible Employees according to this Circular, except for the approval of the Tel-Aviv
Stock Exchange Ltd. (“the Stock Exchange”) for the listing for trading of the shares

resulting from the exercise of the Options offered under this Circular (the “Exercise
Shares™}.

On 19th December, 2006, the Company's Board of Directors passed a resolution to file
the Circular,

Shortly before the allotment of the Options the Company will apply to the Stock
Exchange to list for trading the Exercise Shares.

The shares of the Company are listed on the Tel-Aviv Stock Exchange Ltd.

The Options offered under this Circular will not be listed for trading on any stock
exchange.

' The Tenured Employees employed by companies abroad that are controlled by the Company are relatively few
in number compared with all the Israeli Tenured Employees of the Company. In general, thesc employees are
stationed abroad for a limited period of five years on average and are part of the Company’s Isracli Tenured
Employees. The stationing of these employees abroad falls within the scope of the performance of their
various duties within the Company. The power to appoint, dismiss or reassign these employees elsewhere is
vested in the Company, between whom and such employees an employer/employee relationship exists
throughout the entire period they are posted abroad.



Chapter 2 - Details of the Offer

2.1
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General

4,000,000 Options, not listed for trading, are being offered to the Company's Eligible
Employees, without consideration, as set out in paragraph 1.2 above, subject to the
adjustments set out in the Plan, plus an additional amount of options not listed for
trading, not to exceed 116,000, which shall be equal to the number of options that have
expired and were not allotted and also a quantity of options that were not allotted, for
any reason whatsoever, out of the First, Second and Third Portions.

Each Option may be realized for one ordinary registered share of NIS 1.00 nominal
value of the Company, against payment of the exercise price on the dates and under the
conditions detailed in this Chapter.

Without derogating from the generality of the foregoing, the Board of Directors will be
authorized, at any time, and without requiring the consent of the Eligible Employee, to
determine that Options that have been granted to the Eligible Employee according to the
Plan will be cancelled and replaced by other compensation by way of the allotment of
shares of the Company, subject to the provisions of any law, payment in cash or by such
other method as the Board of Directors may determine ("Other Compensation"),
provided that the value of the benefit inherent in Other Compensation will not be less
than the value of the benefit inherent in the Options cancelled or which have been
returned to the Company, as measured on the date of the cancellation or return, as the
case may be. In such a case, the value of the benefit inherent in the Options and the
Other Compensation will be determined by the Company and approved by an
independent outside advisor to be selected by the Company prior to replacing the
Options with Other Compensation, as aforesaid.

Allotment of the Options

After fourteen days have passed from the delivery of the Offering Circular, the
Company will allot the Options to the Eligible Employees and will deliver an allotment
document, duly signed by the Company, to each Eligible Employee. The Options will
be deposited with a trustee (the "Trustee") pursuant to the provisions of Section 102 of
the Ordinance and the Rules.

The Company will publish, on the date of, or shortly after the publication of this
Circular, notice in the work places where the Eligible Employees are employed
regarding the publication of this Circular or employ such other method as may be
permitted by law.

Exercise of the Options

The Options offered under this Circular may be realized into ordinary registered shares
of NIS 1.00 nominal value (for details regarding the Exercise Shares - see Chapter
Three hereof), in a manner whereby each existing Option may be exchanged for a single
registered ordinary share of NIS 1.00 nominal value, subject to the adjustments set out
below, in exchange for an exercise price equal to NIS 1.00. The exercise price will not
be linked to the CPI or any index.
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The vesting period of the Options conferred upon each Eligible Employee (as defined in
Clause 1.2 hereof) will be such that the Options may be realized during the 12-month
period commencing 48 months after the first day of January in the year in which the
Options were allotted, unless otherwise directed by the Board of Directors, The vesting
period only includes those periods during which the Eligible Employee was employed
by the Company or was on unpaid leave for a period of one year or less.
Notwithstanding the foregoing, the Company's board of management (or a person
empowered by it for that purpose) is authorized to determine, in individual cases, at its
sole discretion, that the vesting period will also include those periods during which the
Eligible Employee is on unpaid leave for a period exceeding one year. The Board of
Directors may, at any time, at its sole discretion, establish guidelines for the acceleration
of the vesting period for all or any of the Options that have been granted according to
the Plan, or regarding the lifting of restrictions pertaining to the exercise of the Options,
all subject to any law.

An Eligible Employee will be entitled to exercise all or any of the Options allotted to
him, on any Business Day, at his discretion, commencing from the date on which the
Options will be exercisable, as provided above, but in no event after 31* December,
2011, provided that the Exercise Notice (as hereinafter defined) has been submitted to
the Company 10 Business Days prior to such date.

In this paragraph "Business Day" means a day on which trading takes place on the
Stock Exchange.

Exercise procedure, release of the Options or shares from the Trustee and sale of
the Exercise Shares

An Eligible Employee wishing to exercise his right to exercise, in whole or in part, the
Options allotted to him, shall send the Company and the Trustee written notice in the
form to be prescribed by the Company from time to time ("Exercise Notice") and which
will include, inter alia, the number of Options the Eligible Employee wishes to exercise,
provided that such number will not be less than 50% of the Options that have been
allotted to such Employee (notwithstanding the foregoing, the number of Options
actually exercised may be smaller than this figure due to the sale procedure of the
Exercise Shares subject to the Options), accompanied by a power of attorney in favor of
the Trustee and/or the Company, as explained below, and shall pay an amount equal to
the Exercise Price multiplied by the number of the Exercise Shares, in the manner to be
fixed by the Company. Shortly after receiving the Exercise Notice and the full amount
of the consideration for the Exercise from any Eligible Employee and subject to review
of the right of the Eligible Employee to exercise the Options granted to him, the
Company will allot to the party giving a due Exercise Notice, the Exercise Shares due to
him in respect thereof, which shares will be deposited with the Trustee pursuant to the
provisions of Section 102 of the Ordinance.

Notwithstanding the foregoing, if no Exercise Notice reaches the Company withinl0
Business Days prior to the expiration of the Exercise Period, the Eligible Employee to
whom the Option was granted will be regarded as having submitted an Exercise Notice
and sale of the Exercise Shares on the same date. Accordingly, the Option will be
automatically exercised for an Exercise Share, which will be sold on the Eligible
Employee's behalf by the Trustee and/or the Company. The proceeds obtained from the
sale of the Exercise Share will be remitted to the Eligible Employee after deducting the
Exercise Price of the Option, which will be remitted to the Company, and after
deducting the commissions involved in such Exercise and sale, and deduction of tax at
source as required by law. For this purpose, in the allottment document to be issued by
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the Company to the Eligible Employee, the Employee will declare that he agrees to the
mechanism set out in this paragraph, and empowers the Trustee and/or the Company to
act in accordance therewith.

An option which has been exercised and for which an Exercise Share has been allotted,
will cease to be valid. Until the date of exercise, holders of the Options will not be
regarded as sharcholders of the Company (by virtue of the Options), save that they will
be granted the protection set out below, and become shareholders of the Company only
if the Options will have been exercised pursuant to the conditions prescribed in this
Circular, Commencing on the date of exercise, the Exercise Shares will rank pari passu
with all the ordinary shares of the Company's capital.

Pursuant to a written request of the Eligible Employee, in a form agreed to by the
Company and the Trustee, and which will be delivered to the Trustee, the Trustee will
release the Options held in trust by him or the Exercise Shares arising from the exercise
thereof, provided that prior to the release of such Options or Exercise Shares, the
Eligible Employee has transferred to the Trustee and/or the Company, to their
satisfaction, the amount of tax payable or a confirmation as to the payment of all taxes
the payment of which is required upon the release of the Options or the Exercise Shares
as the case may be.

In the alternative, the Company or the Trustee may sell on the Eligible Employee's
behalf, the Exercise Shares arising from the exercise of the Options held in trust by the
Trustee, pursuant to the Eligible Employee's instructions and an appropriate
arrangement between the employee, the Trustee and the Company.

If the Trustee continues to hold any Exercise Shares after 24 months have passed from
the last date of exercise of the Options conferred according to the Plan (namely 31*
December, 2015) (the "Trust Termination Date"), the Company and/or the Trustee
will sell such shares, deduct tax at source, deduct and pay the commissions involved in
the sale and remit the balance to the Eligible Employee. For this purpose, each Eligible
Employee will sign a power of attomey in favor of the Company and/or the Trustee, in
such form as will be decided by the Company and the Trustee, which power of attorney
will enable the Company and/or the Trustee to act on the Eligible Employee's behalf
and sell the Exercise Shares held by the Trustee on the Trust Termination Date.

Adjustment of rights

Until the issue of the Exercise Shares as aforesaid, the holder of the Options will have
no voting rights nor the right to receive dividends or any other right of a shareholder
(save for the right to exercise the Options).

No adjustments in respect of dividends or other rights will be made during the period
preceding the issue of the Exercise Shares, except for the following:

2.5.1 If the Company distributes bonus shares and the determination date for the
distribution thereof (the "Bonus Date") falls after the date of allotment of the
Options but before the date of exercise, the exercise price for each option will
remain unchanged, but the number of shares which each Eligible Employee is
entitled to receive at the time of exercise will increase by the number of shares
that the Eligible Employee would have been entitled to as bonus shares had he
exercised the option immediately before the Bonus Date, and the number of the




Retained Shares will correspondingly increase, and the Company will make the
necessary adjustments to its capital as required by law. Similar adjustments to
those stated in this paragraph will be made in the event of a split (or
consolidation) of the Company's shares.

2.5.2 In the event of a rights offer by the Company to its sharcholders following the
allotment date of the Options but before the date of exercise, the number of shares
which each Eligible Employee is entitied to receive at the time of exercise will
increase to reflect the element of benefit inherent in the rights, and the number of
Retained Shares will correspondingly increase. In such a case, the value of the
benefit inherent in such rights as well as the necessary adjustment required
according to the foregoing will be fixed by the Company pursuant to the terms of
Rule 3E(b) of Chapter Eleven of the Second Part of the Stock Exchange Rules,
and will be approved by an independent outside advisor who will be selected by
the Company.

2.5.3 Notwithstanding the provisions of Clauses 2.5.1 and 2.5.2 above, an employee
will not be entitled to exercise an option for a fractional share, and the number of
shares to which the employee will be entitled at the time of exercise of the Option
according to the Plan will be rounded (up or down, as the case may be) to the
nearest whole number.

2.5.4 1t is clarified that a distribution of a dividend by the Company (in cash or in
specie) will not affect in any way the number of Exercise Shares or the Exercise
Price, nor obligate the Company to make any adjustment in connection with the
Option and/or the Exercise Shares.

2.5.5 In the event of a structural change in the Company ("Structural Change™), the
merger of the Company with or into another company, either by way of a share
exchange, cash purchase or otherwise ("Merger") or sale of all or most of the
Company's assets or its issued capital to any third party ("Sale"), the Board of
Directors may, inter alia, at its election, and subject to any law:

2.5.5.1 Determine that each option will be replaced or converted into an option of
equal value in the New Company following the Merger or the Sale, and
implement for such purpose changes in the exercise price (if and to the
extent these will be required), all subject to the discretion of the Board of
Directors; or

2.5.5.2 Determine that each option will be adopted by the New Company in a
manner whereby it will be exchangeable for a share of the New Company,
subject to the adjustments and changes that will be determined by the
Board of Directors; or

2.5.5.3 Determine that each option will be cancelled or be retumed to the
Company, and the Company shall pay the Eligible Employee financial
compensation for such cancellation or return of the Option, as the case
may be, provided that the value of the benefit inherent in the
compensation will not be less than that inherent in the Options which have
been cancelled or returned to the Company, as measured on the date of the
cancellation or return, as the case may be; and




2.5.5.4 Perform any act and/or adjustment relating to the Options and the terms
thereof as may be required in its discretion.

For the purpose of the provisions of this Clause, the term "New Company"” shall
refer to the company with whom a Merger or a transaction of Sale has been made
or which steps into the shoes of the Company after the Structural Change.

2.5.6 Unless otherwise prescribed by the Board of Directors, in the event of a winding-
up of the Company, all options that have been allotted to the Eligible Employees
will immediately expire prior to the winding-up of the Company. In such event,
the Board of Directors may declare that all or some of the Options will expire on a
certain pre-determined date, and enable all or part of the Eligible Employees to
have the right to exercise the Options conferred upon them, and the Board of
Directors may determine that the ability to exercise such Options will similarly
apply with respect to options which, according to the terms thereof, were not
exercisable on the date so fixed.

2.6 Exceptions to the Exercise of the Options - Termination of Employment

In the event an Eligible Employee ceases for any reason whatsoever to be employed by
the Company ("Termination of Employment"”), (in this Clause 2.6 the term
"Company" also includes a subsidiary or an affiliate of the Company), the Options to
which this Circular relates will expire, as detailed below, unless otherwise determined
by the Board of Directors:

2.6.1 The date of the Termination of Employment will be the date on which the
employer-employee relationship between the Eligible Employee and the Company
will cease ("Termination of Employment Date").

2.6.2 On the Termination of Employment Date, all the Options that have been allotted
to the Eligible Employee under this Circular, for which the vesting period is still
pending, will expire. Upon the expiry of the Options, all the Eligible Employee's
rights and/or those of his heirs in connection with the Options, including the right
to purchase the Exercise Shares, will expire. The Options that have been allotted
to the Eligible Employee and for which the vesting period has ended by the
Termination of Employment Date, may be exercised by the Eligible Employee
during the 60-day period following the Termination of Employment Date, unless
otherwise provided by the Board of Directors,

If no Exercise Notice reaches the Company before 60 days have passed following
the Termination of Employment Date, the Eligible Employee will be regarded as
having submitted an exercise and sale notice of the Exercise Shares on such date.
Accordingly, the Options that were allotted to an Eligible Employee where the
vesting period ended on or prior to the Termination of Employment Date will be
exercised automatically, and the Exercise Shares will be sold on behalf of the
Eligible Employee by the Trustee and/or the Company. The consideration
obtained from the sale of the Exercise Shares will be remitted to the Eligible
Employee after deducting the exercise price of the Options, which will be remitted
to the Company, after deducting the commissions involved in such exercise and
sale, and deduction of tax at source as required by law. For such purpose, in the
allotment document to be issued by the Company to the Eligible Employee, the
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Eligible Employee will declare that he agrees to the mechanism set out above and
empowers the Trustee and/or the Company to act in accordance therewith.

2.6.3 Notwithstanding the foregoing, if the Termination of Employment of the Eligible

Employee by the Company results from retirement, a voluntary retirement plan of
the Company, taking an
early pension, or,
God forbid, death or Loss of Earning Capacity (as defined below), all the Options
allotted to the Eligible Employee until the Termination of Employment Date of
the Employee will be exercisable by the Employee or his legal heirs (as the case
may be) at the end of the vesting period, as if the employment of the Eligible
Employee in the Company had not ended.

"Loss of Earning Capacity” shall mean for purpose of this sub-clause the
inability of the Eligible Employee to carry out his job function as a result of injury
and/or sickness for a period of at least 6 consecutive months.

2.6.4 Notwithstanding the foregoing, if the Eligible Employee has been dismissed in
circumstances which do not entitle him to severance pay as provided by the
Severance Pay Law, 5723-1963, and subject to any law, all the Options allotted to
him will expire, including Options for which the vesting period has ended.

2.6.5 An Eligible Employee who takes unpaid leave for a period of one year or less,
will continue to be regarded as an employee for purposes of the Plan, while an
Eligible Employee who takes unpaid leave for a period exceeding one year will be
regarded as having terminated his employment, and ceases to be an employee for
purposes of the Plan, as of the first day following one year on unpaid leave.

2.6.6 Notwithstanding the foregoing, the board of management of the Company or such
person authorized on its behalf, shall be authorized to determine, in individual
cases, at its sole discretion, that an Eligible Employee taking unpaid leave for a
period exceeding one year will continue to be regarded as an employee for
purposes of the Plan.

2.0.7 Subject to the provisions of the Plan regarding an adverse change in the conditions
of allotted Options, the Board of Directors may prescribe, at any time and in its
sole discretion, time periods and conditions with respect to any particular
employee or generally which may be different from those set forth herein.

2.6.8 It is clarified that in no event will it be possible to exercise an Option after the
expiration of the Exercise Period.

Transferability of the Options

Unless otherwise prescribed by the Board of Directors, the Options will not, in any
event, be transferable and/or assignable, save for transmission to legal heirs. In the event
of such transmission, the terms of the Option and the provisions of the Plan will be
binding upon the heirs.




2.8 Tax Implications on Allotment of Options, Their Exercise into Shares and Sale of
Shares Realized

2.8.1 General

On June 29, 2004, the Taxes Authority approved the Plan as a share allotment
plan through a trustee, pursuant to the provisions of Section 102 of the Ordinance.

The Company's duty to allot Exercise Shares at the time the Options are realized
or to carry out any other act in connection with or in respect of Options or
Exercise Shares is subject to the full compliance with all duties to pay income tax
or other compulsory payments that apply (to the extent they apply) including
deduction of any tax or compulsory payment required by law.

In the event of any liability for tax or any other compulsory payment (National
Insurance, State Health Tax, ctc.) in respect of and/or as a result of the Plan
(whether in Israel or abroad), including in respect of the allotment of the Options
to the Eligible Employees, the exercise thereof into shares, the sale of the Exercise
Shares, receipt of dividend or any other benefit in respect of the Options or the
Exercise Shares, it will be bome by the Eligible Employees in accordance with
law (to the extent it applies by law to such Employee). The Eligible Employees
will indemnify the Company and/or the Trustee in respect of any payment or
claim for payment of any tax payable as aforesaid, if payable, and the Company
may deduct from the sums becoming due to the Employee any balance of the
Eligible Employee's debt to the Company, to the extent that such a debt exists in
respect of such indemnity.

2.8.2 Taxes Applicable to Options Offered Within the Scope of Section 102 to Israeli
Employees

The grant of Options in accordance with this Circular is made subject to the
provisions contained in Section 102 of the Ordinance and is also subject to the
Rules. Accordingly, the Company has elected the capital gains track prescribed by
Section 102(b)(2) of the Ordinance for the purpose of taxing the income of
Eligible Employees from the Options.

In accordance with Section 102 and the Regulations, the following provisions will
apply:

[a] Date of liability for tax

The Eligible Employee's income from the allotment of the Options is tax-
exempt at the time of allotment, but will be liable for tax at the time the
shares resulting from the exercise of the Options are sold ("Exercise
Shares") or the Options or Exercise Shares are transferred from the Trustee
into the name of the Employee ("Transfer").




[b] Rate of tax

Pursuant to the capital gains track, if the Options or the Exercise Shares are
held by the Trustee until the expiration of the period required by the
Ordinance for the capital gains track, or until the expiration of such other
period as may be approved by the Taxes Authority (the "Trust Period"),
part of the benefit inuring to the Eligible Employee from the sale of the
Exercise Shares up to no higher than the average value of the Company's
shares on the Stock Exchange at the end of the 30 day trading period
preceding the allotment of the Options, will be regarded as income from
work under Section 2(2) of the Income Tax Ordinance, such income to be
adjusted to the Consumer Price Index up until the date of sale of the
Exercise Shares or the execution of a Transfer, and the balance of the value
of the benefit will be regarded as a capital gain liable to tax at the rate of
25%.

The Eligible Employee will not be entitled to sell Exercise Shares or execute
a Transfer prior to the expiration of the Trust Period. Moreover, the rights
conferred by virtue of the Exercise Shares, including bonus shares, but
excluding dividends paid in cash ("Rights"), will be deposited with the
Trustee until the expiration of the Trust Period, and the capital gains track
will apply thereto.

2.8.3 The Trustee will not execute any transaction or act in connection with the Options
and/or the Exercise Shares held by him, and will not transfer, assign, withdraw,
attach or charge them voluntarily and will not grant with respect thereto any
power of attomey or instrument of transfer, of either immediate effect or which
will come into effect at a future date, except for a transfer based on a will or by
operation of law, until after the applicable tax as aforesaid has been paid or until
payment of the tax has been secured.

2.8.4 So long as the Exercise Shares are held by the Trustee in trust for an Eligible
Employee, the voting rights attaching to the Exercise Shares will be vested solely
in the Trustee. The Trustee will not vote in respect of Exercise Shares that are
held by him on behalf of the Eligible Employee, and such Employee will be
entitled to vote in respect of the Exercise Shares at meetings of the Company’s
shareholders only in accordance with a power of attorney from the Trustee.

2.8.5 So long as the Exercise Shares are held by the Trustee in trust for an Eligible
Employee, cash dividends which may be distributed in respect thereof will be
transferred directly to the Eligible Employee, all as determined by the Company’s
Board of Directors, at its sole discretion and subject to any law, prior to
implementing the distribution of such dividend.

The foregoing refers to applicable law on the date of the Circular and does
not purport to be an authoritative interpretation of the tax provisions
mentioned above, or an exhaustive description of the general provisions of
law pertaining to taxes which may apply in connection with the Options
being offered to the Eligible Employees, and does not serve as a substitute for
legal and professional advice on the subject. As is usual when deciding on an
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investment, each Eligible Employee receiving Options who decides to exercise
them must consider the various tax aspects and tax implications that his
investment will have. The Eligible Employee must consult his professional
advisors, including legal and tax counsel, having regard to his own particular
circumstances.,

Consideration for the Options Offered

The Options offered are offered for no consideration. Assuming all the offered Options
are exercised, the Company will receive proceeds amounting to NIS 4,116,000, without
linkage to the CPI. The amount to be received by the Company was determined
according to the exercise price determined by the Board of Directors on the date it
resolved to grant the Options, multiplied by the number of Options offered at such
exercise price, as set out in this Chapter.

The Economic Value of the Options

2.10.1

2.10.2

2.10.3

The Company applies Accounting Standard No. 24 “Share Based Payment”.
The main provisions of the Standard are to require the recognition of expenses
in respect of the Options in the financial statements of the Company according
to their economic value at the time the Options are actually allotted. The
expense will be recorded in the financial statements of the Company over the
vesting period of the Options and according to the number of options to be
granted.

The calculation of the economic value of each Option reflected in the financial
statements of the Company will be made according to the Black and Scholes
model, according to the terms of the Plan and according to the principles
embodied in Accounting Standard No. 24, as aforesaid.

By way of illustration only, there follows a calculation of the economic value of

each Option were it to have been actually granted at about the time of

submission of this Circular:

{a] The price of the share for the purpose of the calculation is the closing price
of the share of the Company on the Stock Exchange at the close of trading

on 21* January (NIS 20.10).

[b] The exercise price is NIS 1.-, unlinked.

[c] Until the Exercise Shares are issued, the holder of the Option will have no
right to receive any dividend.

[d] The calculation is made subject to the following assumptions:

- the standard deviation 1s calculated according to the daily yield
according to the price of the share of the Company on the Stock
Exchange over the last four years; accordingly, the standard deviation is
about 25%.

- the life expectancy of the Options 1s four years.

- the annual rate of capitalization is determined according to the yield to
maturity of unlinked bonds (“Shahar”) which corresponds to the life
expectancy of the Options, and accordingly, the calculation assumes a
rate of interest for capitalization of 5.25%.

- the yield on account of dividend which the shareholders of the Company
expect to receive is 5.80%.




[e] The calculation of the economic value does not take into account the fact
that the Options will not be listed for trading on the Stock Exchange, and
also does not take into account the vesting periods of the Options as
provided in the Plan and the tax likely to apply at the time of sale of the
Exercise Shares.

On the basis of the above assumptions, the value of each Option is NIS 15.13.

It is emphasized that the calculations presented above were made as of 21* January, 2007
(according to the price on 18" January, 2007). The determination date for calculating
the value of the Options for the purpose of the financial statements of the Company,
according to Accounting Standard No. 24, is the date on which the Options are granted
(and not the submission date of the Circular). Therefore, the value of the Option which
will serve for the recognition of the amounts of the expense to be actually recorded and
reflected in the financial statements of the Company will be different from the data
presented above, and will be subject to computation by the Company on the basis of
similar assumptions.

Chapter 3 - The Exercise Shares

The Exercise Shares will rank equally with all the ordinary shares of the Company's capital.
All the shares in the Company's capital are registered shares, having a nominal value of NIS
1.00.

Details concerning the provisions contained in the Company's Articles of Association, relating
to the rights aftaching to the Company's shares (and to the Exercise Shares), are set out below:

3.1 Yoting rights

Each ordinary registered share confers upon the holder thereof the right to receive
notices of and to attend general meetings of the shareholders of the Company, and the
right to one vote in respect of each ordinary share whenever votes are cast at any
general meeting of the Company attended by the holder thereof.

3.2 Rights to dividend and distribution of bonus shares

All ordinary shares in the Company's capital rank equally among themselves and confer
upon the holders thereof the right to receive dividends (if and when distributed), the
right to receive bonus shares (if and when distributed), and the right to participate in the
distribution of surplus assets of the Company after the winding-up thereof according to
the proportionate share thereof in the Company's issued share capital.

Shareholders entitled to dividends are the shareholders on the date of the resolution
regarding the dividends or on such later date as may be determined by the resolution.
The Company's resolution to distribute dividends or bonus shares shall be adopted by
the Board of Directors of the Company.

Subject to any special rights or restrictions attaching to any shares, dividends in cash
and bonus shares will be paid and distributed to the sharcholders in proportion to the
capital amount paid on the nominal value of the shares held by them, disregarding any
premium paid thereon.




3.3

No dividend or monies or benefits in respect of a share will bear interest.

The Board of Directors may deduct from any dividend or monies or benefits in respect
of a share, such sums as the holder of such share owes the Company on account of calls
at such time.

The Board of Directors may withhold any dividend or bonus shares or monies or
benefits in respect of a share over which the Company has a charge, and apply such
dividend or bonus shares or monies or benefits in discharge of the debts or liabilities in
respect of which the Company holds a charge.

In order to execute any resolution regarding a distribution as defined in the Companies
Law, 5759-1999 (the "Companies Law") the Board of Directors may, as it deems fit,
settle any difficulty arising in relation to the distribution, and take such steps as are
required for that purpose. Shares of a value less than that resolved by the Board of
Directors will not be taken into account for the purpose of adjusting the rights of
shareholders.

The Board of Directors may determine from time to time the manner of paying the
dividend or the distribution of the bonus shares and the arrangements relating thereto to
registered shareholders or with respect to those holding share warrants. Without
derogating from the generality of the foregoing, the Board of Directors may pay any
dividend or monies in respect of shares by sending a cheque by post to the address of
the sharecholder as registered in the register of sharecholders of the Company. The
dispatch of any such cheque will be at the risk of the shareholder.

In the event of a declaration of dividend, distribution of shares or debentures following
a capitalization or grant of any rights to members, for subscription to shares as yet
unissued, the Board of Directors will publish a notice thereof at least once in two daily
newspapers in Israel.

A dividend, the payment of which has not been claimed within a period of seven (7)
years from the date of the resolution to distribute the same, will be regarded as having
been waived by the person entitled thereto and such dividend will revert to the
ownership of the Company.

Increase of Capital and Modification of the Rights Attaching to the Company's
Shares

A general meeting of the shareholders may decide upon the following matters by a
resolution passed by a simple majority:

1. To increase its registered share capital by such amount as will be resolved, by
creating new shares on such conditions and with such rights as the resolution
prescribes. Such resolution may be adopted whether or not all the shares for the
time being have been issued or a resolution exists for the issue thereof and
whether or not they have yet to be issued or resolved to be issued.

2.  To cancel any registered capital which has not been allotted, provided no
undertaking, including a contingent undertaking, on the part of the Company
exists to allot such registered share capital.
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3.  To vary, cancel, convert, extend, add to or otherwise modify the rights, privileges,
advantages, restrictions and terms whether or not for the time being related to the
Company's shares.

4.,  To consolidate and redistribute its share capital into shares of larger or smaller
denominations than those of the existing shares.

5. To reduce its share capital in such manner and on such terms and subject to
obtaining such approvals as are required by law.

6. To make any other change in the Company's share capital or the rights attaching
to its shares, to the extent that such power is not vested in any other organ of the
Company.

The rights conferred upon the holders of any shares, including preference shares (as
defined in the Securities Law, 5728-1968), will not be deemed to have been varied by
the creation or issue of additional shares ranking pari passu with them, unless otherwise
stipulated by the terms of issue of such shares.

The Board of Directors of the Company may:

1. Issue shares and other securities, including convertible or realizable securities, up
to the amount of the Company's registered share capital, and may similarly allot
the same (or otherwise deal therewith) to such persons, in exchange for cash or
other non-cash consideration, on such exceptions and conditions, at a premium or
at par or at a discount, at such times as it deems fit; and grant any person the right
to demand the allotment of any shares during such time period and against such
consideration as the Board of Directors may determine.

2. Issue redeemable securities and redeem the same in such manner and on such
conditions as it may resolve from time to time.

3. Resolve to issue a series of debentures within the scope of its authority to borrow
on the Company's behalf, and to the limit of such power.

Upon the issue of shares the Board of Directors may establish different conditions for
the shareholders in relation to the consideration, the amounts of the calls and/or the

dates of payment thereof.

Transfer of Shares

No transfer of shares of the Company will be registered without a proper instrument of
transfer being delivered to the Company. The instrument of transfer of a share in the
Company will be signed by the transferor and transferee, and the transferor will be
deemed to remain the shareholder until the transferee's name is registered in the register
of shareholders in respect of the share transferred.

Any document (including the certificate of the share being transferred} that the Board of
Directors may require in connection with the transfer must be submitted to the
Company together with the instrument of transfer.
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The Board of Directors may decline to recognize the instrument of transfer until the
certificate of the share being transferred is attached thereto, together with such other
evidence as the Board of Directors may demand to prove the transferor's right to
transfer the share, and payment of a transfer fee if prescribed by the Board of Directors.

Notices to Shareholders of General Meetings

A notice convening a general meeting will be published in at least two Hebrew daily
newspapers having a broad circulation, and will include the agenda fixed for the
meeting, the proposed resolutions and arrangements regarding poll cards as the case
may be.

The Company is not bound to personally serve notice of a general meeting on a
shareholder registered in the register of shareholders.

General Meetings of the Company's Shareholders

There will be a quorum for holding a general meeting when at least two shareholders
holding at least twenty-five per cent (25%) of the voting rights are present, within half
an hour of the time appointed for the meeting to proceed to business.

If within half an hour of the time appointed for the meeting to proceed to business a
quorum 1is not present at the general meeting, the meeting will stand adjourned to the
same day in the next week at the same time and place, or to such other time if specified
in the invitation to the meeting or the notice of the meeting. If no quorum is present at
the adjourned meeting within half an hour of the time appointed therefore, the meeting
will take place with such number of participants as are present. Notwithstanding the
foregoing, if the general meeting has been convened upon requisition by shareholders as
provided in Sections 63(b)(2) or 64(a) of the Companies Law, the adjourned meeting
will be held only if there are present at least that number of shareholders required to
convene a meeting as provided in those sections of the Law.

A general meeting at which a quorum is present may resolve to adjourn the meeting to
such other time and place as it may determine. At the adjourned meeting, only the
business appearing on the agenda of the original meeting and for which no resolution
has been passed, will be transacted. If the general meeting is adjourned for a period
exceeding 21 days, notices of the adjourned meeting will be given as stated in Clause
3.5 of this Circular.

Election of the Members of the Board of Directors

The number of members of the Board of Directors will be fixed from time to time by a
resolution of the general meeting of the Company. The number of members of the
Board of Directors will not be less than seven (7) nor greater than fifteen (15).

The directors of the Company will be appointed by a resolution adopted by a general
meeting of the shareholders present at the meeting personally or by proxy.
Notwithstanding the foregoing, the Board of Directors may resolve, from time to time,
to appoint an additional director or directors whether as an additional director, or in
order to fill the position of a director that has fallen vacant for any reason, provided that




every such appointment and any change in such appointment will be made in
accordance with the provisions of a voting agreement between the shareholders of the
Company entitled to appoint directors, a signed copy of which has been given to the
Board of Directors.

A director will take up office on the date of his appointment or at such later date in the
future, in accordance with the resolution of the general meeting or of the Board of
Directors, as the case may be, which appointed the director. Such appointment will
continue until it is terminated or discontinied.

A director may resign by written notice given to the Board of Directors, the chairman of
the Board of Directors or the Company, and such resignation will enter into effect on
the date the notice is given, unless a later date is prescribed in the notice. The director's
notfice of resignation will contain the reasons for his resignation,

Upon notice of a director's resignation teing received, notice thereof and the reasons
given therefore shall be submitted to the Board of Directors, and they shall be recorded
in the minutes of the next meeting convened after the resignation.

“he general meeting may, at any time, r-move a director from office. In addition, the
ioard of Directors may remove from ofiice a director that it appointed, provided that
such terminatton of service shall be made with the consent of the shareholders. A
director removed from office will be given a reasonable opportunity to present his case
to the general meeting or the Board of Dircctors, as the case may be.

‘Without derogating from the causes enumerated in the Companies Law, the office of a
director will be vacated in any of the following cases: if he has resigned his office, been
removed from office, been convicted of an offence under the law, by a decision of a
court of law made according to the law, it the director has been adjudicated bankrupt,
and, if a corporate body, a resolution has I'een passed for its voluntary liquidation or a
winding-up order is made against it, upon the date of adoption of a resolution by the
Board of Directors terminating his office, if he has become legally incompetent, upon
the expiration of the period for which he was elected and if the director was absent from
six consecutive meetings of the Board of Directors or from eight non-consecutive
meetings of the Board of Directors during one year, provided, however, that the Board
of Directors may allow a director’s membership to continue if the absences occurred
during a period of time not exceeding six m.nths.

A director who has ceased to hold office may be re-appointed. If no director is
appointed or if the office of a director is vacated, the remaining directors may act in all
matters so long as their number has not fallen below the minimum prescribed for the
time being for meetings of the Board of Diructors.




Chapter 4 — Details Regarding the Company’s Share Prices

The following sets out details of the highest and lowest prices at which the Company’s shares
wetre traded in 2005 and 2006, and during the period between January 1%, 2007 and January
21%, 2007 on the Stock Exchange (without taking into account dividend distributed during the
same period):

Stock Exchange | In the Period Between | 2006 2005
Price January 1* and
January 21*, 2007
Date NIS Price | Date NIS Date NIS
Price Price
High 04.01.07 20.66 20.04.06 | 24.08 29.12.05 | 21.38
Low 10.01.07 19.27 10.08.06 | 18.18 05.01.05 | 14.13

The share price on the Stock Exchange on 18th January 2007 (the last trading day before the
date of this Circular) was NIS 20.10.

Chapter 5 — Reference to Financial Statements

Eligible employees are referred to the Company’s financial statements as at December 31,
2005, published on March 29, 2006, the Company’s financial statements as at March 31,
2006, published on May 25, 2006, the Company’s financial statements as at June 30, 2006,
published on August 17, 2006, and the Company’s financial statements as at September 30,
2006, published on November 21, 2006.

The Company also refers the Eligible Employees to the Immediate Reports that were
published by it commencing 21* November, 2006 (excluding those reports regarding changes
in the holdings of institutional bedies), as follows:

Date of Subject Matter

Publication of

Immediate

Report

21/11/06 Dividend of 28 Agoroth per share, ex 30.11.06, payment 14.12.06

21/11/06 Change in holdings of controlling party — Alliance L.P.

21/11/06 Negotiations for sale of control of Salt Industries to Arison, negotiations
with Arison in connection with shares of Poalim

21/11/06 Arnison in negotiations with Salt Industries in connection with shares of
Poalim and acquisition of control of Salt Industries

27/11/06 Class action against Discount, Poalim and Leumi pertaining to interest
charged to households

03/12/06 Holdings of controlling parties

03/12/06 Change in holdings of controlling party — Alliance L.P.

11/12/06 General Meeting called for 24.1.07, insurance and indemnity, poll card

14/12/06 Claim and motion for class action against Poalim, Leumi and Discount —
on behalf of customers




17/12/06 Change in holdings of controlling party — Alliance L.P.

17/12/06 Holdings of controlling parties

17/12/06 Completion of transaction for sale of activities and goodwill of Lahak to
Pekan — further to 26.10

19/12/06 General Meeting called for 24.1.06, poll card, indemnity, and
complementary insurance

20/12/06 Deposit of a Preliminary Offering Circular

20/12/06 Deposit of a Preliminary Offering Circular

27/12/06 Immediate Report

08/01/07 Holding(s) in Company

11/01/07 Immediate Report

14/01/07 Immediate Report

14/01/07 Holding(s) in Company

Date: 21% January, 2007

Respectfully yours,

Bank Hapoalim B.M.

Name of signatory on behalf of the Corporation: Shlomo Braun

Title: Member of the Board of Management, Head of Human Resources, Logistics and
Procurement

Name of signatory on behalf of the Corporation: Arik Pinto

Title: Manager of Human Resources Division




